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PART OF THE 


PICTURE.... 


managers, comptrollers, this is a graphic pic- 
ture of a great mid-western state—a balanced 
economic unit ranking high in agriculture, 
. The 


First Wisconsin is an integral part of this pic- 


industry, commerce, sound finance .. 


ture. With correspondent contacts through- 


out Wisconsin,* this bank — largest in the 
state — is equipped and qualified to meet the 
needs of other banks and national corpora- 
tions requiring efficient, comprehensive finan- 


cial service in this important trade territory. 


*More than 80 per cent of the banks in Wisconsin are First Wis- 
consin correspondents. 
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National Bank Notes 


to drop a few tears of regret over 

the passing of the national bank 
notes from American currency. For 
nearly three quarters of a century the 
bond-backed, green-backed promise-to- 
pay of the nationally chartered in- 
stitutions has been a popular, faithful 
ally of commerce, industry and agri- 
culture. 

It came to the rescue of the Govern- 
ment in a time of crisis. Born in a period 
of strain and turmoil it passes out of the 
national picture in a similar period. It 
has an honorable record, an unim- 
peachable career. 

Simplification of the currency is de- 
sirable, of course, and perhaps it is 
inevitable that the national bank note, 
having no active lobby to 
support it, would be the 
first of the variegated, 
crazy-quilt pattern of our 
currency to go. It must 
be admitted, also, that 
employing unused gold in 
the general fund of the 
Treasury to retire the 
bonds on which the pre- 
viously permanent por- 
tion of national bank note 
issues have been based 
has its good features. The 
situation would be more 
convincing, however, if 
the change in the interest 
of uniformity had not 
come at a time when agi- 
tation in Congress has 
been directed against the 
commercial banks of the 
country having anything 
to do with the issue of 
currency and in the direc- 
tion of centering all mone- 
tary control in the Gov- 
ernment itself where it is 
subject to political rather 
than business influence. 

If the change had to 
come it is just as well, 
perhaps, that it has come 
at the present time. Bank- 
ers themselves reduced 
the outstanding volume of 
this currency by over 
$100,000,000 last year and 
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Miva a banker will be disposed 


the decrease has been continuing more 
or less steadily since February 1934. 

With excess reserves of banks what 
they now are the profit in circulation 
has been brought to the vanishing point 
for most banks. Changes in the mone- 
tary circulation in the past year have 
been revolutionary. Gold certificates 
have been done away with, Federal Re- 
serve banknotes have been done away 
with and it may be just as well to taper 
off with the decapitation of the national 
bank currency. There isn’t the least 
hope, for the present, of carrying uni- 
formity to such a degree as to do away 
with the greenbacks. That would defy 
the inflationist bloc in Congress. There 
is even less hope of doing away with 
silver certificates, for that would set the 
silver lobby to work again. 

After all, under present policies, there 


CHAIRMAN STEAGALL, GOVERNOR ECCLES, AND A 


COPY OF THE BANKING BILL 


The future of bank earnings, the future of Federal author- 
ity over state banks, credit control, Government banking, 
loan and investment policies, and management details — 
these and other important questions depend in large 
measure on the outcome of deliberations in Washington 


on the Banking Bill 


is no money but paper money. All 
paper currency looks alike, acts alike, 
and is alike in being backed by the 
Government or its obligations and 
nothing else. Perhaps that is uniformity 
enough. 


N.R.A. 


The most notable feature of the dis- 
cussion of the future of the N.R.A., if 
there is to be any, is the manner in 
and extent to which it has been 
damned with faint praise by its own 
adherents. Eighteen months ago its 
proponents insisted that the Recovery 
Act with its code system was the sure- 
fire means of rapid rehabilitation of 
industry, commerce and the nation 
generally. Denial of its possibilities was 
treason. Criticism of any of its pro- 
visions was disloyalty, 
toryism. Resistance to its 
demands was criminal. 

In the Senate not long 
ago a Senator rose and 
defied anybody even to 
defend the system, much 
less to praise it, and the 
challenge remained un- 
answered. There is even 
doubt and uncertainty 
among its friends as to 
what are its good and its 
bad features, the result 
being that the long-dis- 
cussed proposal to modify 
and continue the system 
so as to preserve what is 
good and discard what is 
otherwise is now lost in 
a haze of mere words, few 
of which are vigorous 
enough to carry any real 
meaning. The Govern- 
ment proposes that the 
act shall be continued in 
its present form for an- 
other two years but with 
modifications. When the 
proposed modifications 
are examined in detail it 
is found that upon prac- 
tically every essential 
point relating to contro- 
versial portions of the act 
there is the same uncer- 
tainty and confusion. 

The N.R.A. itself, in 
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THESE 
CHECKS | 
REPRESENT? 


* This is a reproduction of an actual maturity 
check. Name deleted for obvious reasons. 


URING the month of January ,1935, 
D two hundred and fifty-five of these 
maturity checks were placed in the hands 
of as many people in almost as many 
cities and towns in the United States. 
Most of them were for amounts ranging 
from $1,000 to $5,000. The total sum 
represented was $346,986.31. Each month 
payments of similar amounts are made 
by Investors Syndicate. 

What do these checks represent? To 
you, the banker in the locality, they 
represent the making of better citizens, 
with a keener sense of values; better in- 
fluences in the community—higher ideals 
and standards—and, very likely, increased 
opportunities for you to be of service. 


To their recipients, they mean the 
successful conclusion of a long-time pro- 
gram of systematic accumulation. Even 
more. In many instances they represent 
the difference between independence and 
poverty, where they constitute the sole 
source of livelihood for people whose age 
is a barrier to any other regular income. 


During a period of years the mental 
picture of this check has spurred the de- 
termination to lay asidea regular portion 
of earnings as a reserve for the future— 
LIVING PROTECTION. 

The money thus accumulated has been 
augmented by compound interest. If all 
payments were made as originally 
planned, a check for $2500 represents 
approximately $1800 principal, the re- 
maining $700 being interest. 

The heartening thing about it all is 
the inherent ability to accumulate which 
manifests itself, once an incentive is 
established and a habit formed. In prac- 
tically every case the admission is freely 
advanced, ‘‘I doubt if I would have had 
a dollar of this money if I had not 
started this systematic program.”’ 

A vital contributor is the confidence 
reposed in this company by its more than 
200,000 contract holders—a confidence 
which springs from the knowledge that 
since its founding over 40 years ago it 
has always paid every dollar when due. 


INVESTORS SYNDICATE 


Founded 1894 
LIVING PROTECTION 


Offices in 53 Principal Cities... Representatives Throughout United States and Canada 


AFFILIATED COMPANIES: INVESTORS SYNDICATE TITLE & GUARANTY COMPANY, NEW YORK -INVESTORS SYNDICATE, LTD., MONTREAL 


BANKING 


IOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


APRIL 1935 


INTERNATIONAL 


Charles F. Ellery, President of the 


American Institute of Banking, re- | @] BusINESS, BANKING AND EpucaTIon. R. S. Hecur 
cently presented Comptroller O’Con- 


nor with a scroll in recognition ofthe | @| BANK MANAGEMENT AND FUTURE EARNINGS 
latter’s aid toward better bank man- 
agement I. THE NATIONAL OUTLOOK. Georce E. ANDERSON 
II. THE CoMMUNITY OUTLOOK. C. F. ZimMERMAN 


@ Tor HEAvy BANK SuPERVISION ... H. B. Wetts 


On bank management in this PAGE ONE 
Pay CHECK FRAUD LIABILITY. . .ZHomas B. Paton 
THE MONEY FOR SPRING PLANTING . Frep L. GaRLocK 
A SEARCH FOR RECOVERY’S CREDIT FORMULA 

I. IN THE UNITED STATES 
ing Commercial Paper; Spring II. THE PARALLEL ABROAD... C. M. Suorr 
THE MONTH (PICTORIAL) . 
Modernization Loans; Gold Con- @ Banxrnc’s Business REPORT 
THE CONDITION OF BUSINESS 
GOVERNMENT BANKING 
Robbery Reduction; Supply De- EDITORIALS ap 
CREDIT MANAGEMENT IN BRANCH BANKING (III) 
partment Procedure; Posting Howarp WuipPLe 
THE PosTAL SAVINGS PARADOX 
Suspended Items; This Bank Court DECISIONS 
THE BANK BILL . . 
THE CUSTOMER’S BUSINESS 


issue: The Sale of Credit; Pre- 


cautions at Opening Time; Select- 


trol; Two Examples of Bank 


Pays Customers’ Bills; Success— 


When, As and If; A Small } A RapIo SELLING CAMPAIGN 

Loans Department; A Securities | THE BANK OF CANADA. ‘ : : .W. A. McKacue 
Clearing Service; Loss Preven- | CONVENTION CALENDAR 


. | INDEX TO ADVERTISERS 
tion Measures; The Needless | WELL INFORMED 


Exposure of Cash; New Busi- 5% 


Volume XXVII No. 10 (Formerly American Bankers Association Journal) 


ness from Present Customers; 


Home” Day for Salesmen; 


Published monthly by the American Bankers Association at 22 East 40th St., New York City. Fred N. Shepherd, 

Editor and Publisher; William R. Kuhns, Managing Editor; L. E. Lascelle, Business Manager. Field representa- 

° | - Kneebone, N. Michigan Ave., Chicago, Ill.; R. J. Birc ‘o., Los Angeles and San Francisco, Cal. 

upply n ex; uying Srom | Washington office, 708 Colorado Building. Subscriptions: $3 yearly; Canada, $3.36; foreign, $3.72; single copies, 

| 25 cents. Entered as second-class matter May 5, 1909, at the Post Office at New York, N. Y., under the Act of 

March 3, 1879. Additional entry at Concord, N. H. Copyright 1935 by American Bankers Association. With the 

Customers | exception of official Association announcements, the American Bankers Association disclaims responsibility for 
" opinions expressed and statements made in articles published in this Journal. 


BANIKING 
3 
16 
18 
21 
1 
10 
25 
27 
29 
32 
33 
38 
41 
42 
44 
45 
48 
52 
56 
58 
60 
76 
85 


BOND ACCOUNT 


HOLDS THE BALANCE IN 


S 


ODAY, the bond account must not 

only ‘constitute an adequate reserve 
but it must also assume a major part in the 
production of 1935’s bank income. 


This increased importance of the bond 
account as a source of income calls for a 
like increase in your bond management 
facilities. Moody’s Supervisory Service is 
filling this need, effectively and econom- 
ically, for many banks today. 


It merits your careful consideration be- 
cause it offers your bank: 


The experience of three decades in advis- 
ing institutional investors; 


The facilities and staff to keep you in 
touch with everything that happens, or 


promises to happen, in the investment 
world; 


A personal counsellor to interpret and 
apply this information to your specific 
needs for income, liquidity, diversification. 


The cost? Modest ... based not on the size 
of your portfolio, but on the amount of 
work necessary properly to supervise your 
bank’s bond account. The modest fee is 
more than justifying itself in many cases 
today by the improvement in bond-account 
quality and income. 


We would like to give you, and your di- 
rectors, the complete story of the part 
Moody’s Supervisory Service is playing in 
helping banks operate at a profit today. 
Please address: 


MOODYS INVESTORS SERVICE 


JOHN MOODY, President 


65 BROADWAY 


NEW YORK CITY 
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Representative William P. Connery, Jr. (right), chairman of the House 
Labor Committee, confers with Donald Richberg 


short, has left the whole matter of its 
future upon the doorstep of Congress 
which, of course, is where it ought to be, 
but in so doing it has confirmed the 
impression long entertained by the 
average citizen that the Government 
no longer has any faith in the organiza- 
tion as a recovery agent and is very 
doubtful of its value as an agency of 
reform. 

The chief interest of the American 
people today is business recovery and 
any law or institution which clogs the 
wheels of progress in that direction 
must be promptly relegated to our grow- 
ing museum of discarded economic 
experiments. 


Wheat 


Argentina has again blocked an inter- 
national accord on the control of wheat 
acreage and wheat exports. Argentina 
has an extra good crop this year and 
sees no reason why it should not take 
advantage of the bounty Nature has 
offered it. The southern nation also is 
enjoying one of the most outstanding 
economic come-backs in the world today. 
Depression “controls” are easily set 
aside under those circumstances. 


Low Interest 


By definitely adopting the policy of 
selling $100,000,000 of three and six 
months bills each week instead of 
$75,000,000, as has been the policy 
heretofore with experimental exceptions 
from time to time, the Federal Treasury 
will raise $1,300,000,000 in the course of 
the year towards its $4,500,000,000 
deficit. Since these bills are now sold 
at an average rate of around one-tenth 
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of 1 per cent this method of financing 
means a saving to the Treasury of 
upward of $20,000,000 a year. 

However, it also means an increasing 
unbalance of the public debt structure, 
an increasing reliance upon commercial 
banks for financing, and continued 
low earnings for the banks. 


* 
Deposits and Income 


The rise in bank deposits during the 
past year and the past month (one may 
almost say the past day) has been all 
but fantastic. Instead of increasing 
bank profits in a corresponding degree, 
however, the growth has tended to in- 
crease the difficulty of securing an in- 
come commensurate with increased ex- 
penses. In these days of swollen deposits 
and low interest rates eternal vigilance 
is the price of bank profits. 

* 


Surpluses 


The Comptroller of the Currency 
favors ending the double liability of 
bank stock owners but insists that be- 
fore double liability is ended the banks 
must build up surpluses. It seems a 
good idea provided the banks can dis- 
cover how, when and where to build up 
the surpluses. 


Deficits 


On March 1 the deficit in the Federal 
budget for the current fiscal year was 
$2,249,923,235.40 compared with $2,- 
352,170,239.42 at the same point in the 
last fiscal year. Of more interest would 
be a statement of what the deficit will 
be at the corresponding points in the 
next fiscal year and the year following. 


* 


e SPECIALISTS IN e 


UNITED STATES 
GOVERNMENT 
SECURITIES 


C.jJ.DEVINEs CO. 


INCORPORATED 
48 WALL STREET, NEW YORK 
HAnover 2-2727 


CHICAGO - BOSTON - PHILADELPHIA 
ST. LOUIS SAN FRANCISCO 


Direct Wires to all Offices 


ror BANKERS 
BUSINESS EXECUTIVES 


POOR’S 
Combination Service 
which includes: 


(1) MANUAL (in one volume) 
of all listed Railroad, Public 
Utility and Industrial Corpora- 
tions—with 3 quarterly vol- 
umes of advance manual in- 
formation during the year. 


(2) WEEKLY BOND LETTER 
containing current data and 
definite bond recommen- 
dations. 


(3) CORRESPONDENCE 
PRIVILEGE. 


Immediate delivery Price $95 


of current volume 

and new MANUAL when published. 
MANUAL alone with three quarterlies 
during year $60. 


SEND FOR CIRCULAR NO. 102 describing 
this economical and effective all-the- 
year-round Service for Bankers and 
Business Executives. 


POOR’S PUBLISHING COMPANY 
90 Broad Street New York, N. Y. 
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FACILITIES 


WW 
NEW YORK STATE 


THERE are Marine Midland banks in twenty- 
seven New York State cities and towns, including 
New York, Rochester, Watertown, Binghamton, 
Oswego, Buffalo, Troy and Niagara Falls. Their 


average age is over fifty years. 


The majority of them are the largest commercial 
banks in their respective communities. 


They number among their customers leading local 
businesses. Also a majority of the great national 
corporations with plants or branches in this im- 


portant area. 


If you do business in New York State, a banking 


connection here offers many unusual advantages. 


MARINE MIDLAND 
BANKS 


Inquiries concerning Marine Midland banking facilities may be ad- 
dressed to Marine Trust Co., Buffalo; Marine Midland Trust Co., N.Y. 
City; or to the Marine Midland bank in any of the following cities— 


NEW YORK BUFFALO BINGHAMTON ROCHESTER 
TROY JAMESTOWN NIAGARA FALLS WATERTOWN 
MALONE LOCKPORT EAST AURORA ALBION 
MEDINA TONAWANDA CORTLAND ENDICOTT 
OSWEGO NO. TONAWANDA BATAVIA JOHNSON CITY 


People are not likely to worry about 
the last two digits in these imposing 
figures. It is the first four figures that 
count, and they count heavily. 


* 
Too Much Money 


Economists are rather generally 
agreed that too much investment funds 
is harmful to business. Banks will cer- 
tainly agree that too much money is 
harmful to bank profits. Any system or 
policy which renders inevitable or even 
possible a lack of balance between credit 
and the demand for credit is not a 
sound business proposition. 

* 
Capital 

Early in March subscriptions to an 
issue of $20,000,000 1.5 per cent de- 
bentures of the intermediate credit 
banks amounted to over $250,000,000, 
a demonstration of the effect of the 
level to which interest rates have been 
forced by an easy money and credit 
expansion policy which is favoring few 
and damaging many. 

* 


Securities 


Authorization for $88,000,000 of cor- 
porate bonds in two issues within a 
week is a very fair indication that the 
long term credit jam has been broken, 
but it would be more convincing if the 
issues represented new money instead of 
refunding transactions in which the re- 
turn to the investor is cut from around 
5 per cent to around 3.75 per cent. 

Doubtless these flotations will be 
followed by similar refunding operations 
which in time may lead to the placing 
of new loans for the financing of new 
business. In other words, the Securities 
and Exchange Commission is making 
the securities and exchange acts operate 
in a practical manner in spite of their 
troublesome restrictions, but before 
real activity in long term financing can 
be realized there must be a clearing of 
the political and economic atmosphere. 


* 


Washington 


Congress has ranked as the first of 
the worries of the business world for the 
past four years or more and has never 
ranked higher in that respect than at the 
present time. There are at least half a 
dozen measures now pending with more 
or less chance of enactment, any one of 
which may revolutionize business con- 
ditions the wrong way. This does not 
mean necessarily that such measures 
will become laws but it certainly does 
mean that the business world must give 
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careful attention to the possibility of 
such a development. 


* 
Caution 


Senator Thomas of Oklahoma advises 
that Congress go slowly in the mat- 
ter of inflation legislation on the theory 
that the inflationists have secured about 
all the legislation they need to ac- 
complish their purpose—at any rate, 
all they can get for the time being. 


* 
Statistics 


Federal Reserve reports indicate that 
at the end of February factory output in 
this country had reached 90 per cent 
of the 1923-1925 average, and this cer- 
tainly looks good. On the other hand 
Federal officials admit that there are 
more than 20,000,000 people now de- 
pendent upon unemployment relief. 

It seems difficult to harmonize the 
figures. It would be absurd, of course, 
to assume that because factory output 
is at 90 per cent of the 1923-1925 aver- 
age the country is 90 per cent as well off 
as it was 10 years ago. 

Nor can the 90 per cent rate impress 
an observer in view of the fact that it is 
swollen by unusual activity in the auto- 
mobile industry in anticipation of pos- 
sible strikes or other untoward develop- 
ments. The activity, also, is in the con- 
sumption goods industries while the more 
fundamental heavy goods industries 
still lag around their low point. The 
1923-1925 average production may be 
all right as a standard by which in- 
creases and decreases may be measured 


but it has little direct meaning for a 
country which now has something 
like 12,000,000 more people within 
its borders than it had 10 or 12 years 
ago. 
Increase in the population in the past | 
decade goes far towards explaining the 


present number of unemployed. A nor- | (; In SOUTHERN 
mal volume of industrial activity at | y | CALIFORNIA 


present should be at least 10 per cent 

above that of 10 years ago. The failure From Fresno south to 

of the number of unemployed persons the Imperial Valley, 

to drop in accord with increased indus- and especially in and 

trial output and factory employment | ; around Los Angeles, 

can be accounted for by the increasing | the Largest and Lead- 
number of people in the country of em- ~ ing Bank is 

ployable age. This is a growing nation 


and in many respects the standards of . NATIONAL BANK. 
the past cannot be taken as standards d OF Los ANGELES 


for the present, much less for the fu- . 
“> «6 This Bank offers every serv- 
ture. It may be well to look upon most ee ice which any Bank or any 


statistics with a certain degree of sus- Yaa =©Trust Company may legally 
picion. offer to perform. 


Resources over 
Figures $500,000,000 


Among figures gleaned from a report 
of the National Industrial Conference 
Board may be noted: Monthly net 
deficit of the Federal Government up 
60 per cent in 1934 over 1933; increase 
in industrial production in 1934 over 
1933, 4 per cent, in employment 5 per 
cent; average monthly expenditure for 
relief, 1934 over 1933, up 87 per cent; 
increase in number of relief cases, 21 
per cent. With such statistics staring 


one in the face it is just a bit difficult FINANCIAL 


to be very confident about the suc- 


cess of the Government’s spending STATEMENT 
program. SHOWS 


Senators McAdoo, Fletcher and Bulkley are members of the Senate STRONG LIQUID 


Banking and Currency Committee 
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CONDITION 


Assets . . $5,553,497.66 
Liabilities . 3,137,585.51 
Surplus . .  2,415,912.15 


We recommend to your earnest 
consideration the security of MIL- 
LERS NATIONAL protection. 
Write to-day for a complete copy 
of the Company’s January 1, 1935, 
financial statement. 


MILLERS NATIONAL 
INSURANCE COMPANY 
of CHICAGO 


Operating Through 
A Nalion-wide Agency Organization 
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CORRESPONDENT BANK 
SERVICE 


Tue Cuasz Nationa Bank represents a large 
number of banks and bankers as New York 


correspondent and reserve depository. 


In addition to routine banking service, the 


Chase offers correspondents: 


Loan accommodations at short notice on terms war- 


ranted by conditions. 


Current information and statistical data on all types 


of investments. 


Facilities for the safekeeping of securities and for plac- 
ing orders in all security, commercial paper and ac- 


ceptance markets. 


An international organization for clearing foreign 


items. 


Reports on trade situations and on the financial con- 


dition of companies and individuals, here and abroad. 


THE 


CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 
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Payrolls 


In February there were 954,719 per- 
sons on the regular payrolls of the 
United States, including the army, 
navy, coast guard and other regular 
services. There were 2,250,000 on the 
work relief payroll, 2,750,000 on direct 
relief and 398,000 on the C.C.C. pay- 
rolls. Then there were 12,000 others em- 
ployed by direct P.W.A. appropriations 
and 11,392,107 on other P.W.A. enter- 
prises. The A.A.A. also had sent out 
11,075,107 checks up to March 1. Big 
figures, these, leading one to appreciate 
how much current business depends 
upon the Government. 


* 


Industrial Profits 


The compilation by the National City 
Bank of New York of industrial cor- 
poration profits for 1934 indicates that 
only three major groups of industries 
showed deficits from the year’s opera- 
tions—iron and steel, railway equip- 
ment, and woolen manufactures. This 
compares with nine groups returning a 
loss in 1933. 

Average return in 1934 was 5 per cent 
as compared with 3.4 per cent the year 
before, but net worth fell off 2.1 per cent 
between the two years. All things con- 
sidered, the showing is as good as antici- 
pated though not what the earlier part 
of the year promised. Incidentally it 
would be worth while knowing how 
much of the profits reported was due 
to higher inventory values. 


* 
Textiles 


The further official investigators in 
Washington go into the textile situation 
of the past 18 months the more clearly 
it appears that the net effect of the code 
system in developing a boom and its re- 
sultant depression has been disastrous, 
while the effects of the A.A.A. on cotton 
prices at a time when buying power of 
consumers was low has been even more 
regrettable. 

Ultimately it will be appreciated by 
all concerned that an attempt to boost 
the interests of one part of the com- 
munity at the expense of other parts 
frequently leads to disaster. 


* 
Influence 


This is a tremendously big country, 
but when Henry Ford decides to go into 
early production the whole automobile 
industry follows the lead, the steel in- 
dustry takes a spurt (only to lose ground 
when the acute automobile demand 
passes), the Spring rise in industrial 
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Representatives of the banking profession in the United States 
gathered at Pass Christian, Mississippi, recently for a joint session of 
the Administrative Committee and the Executive Committee on Bank- 
ing Studies of the American Bankers Association, at which the pro- 
posed Banking Act of 1935 was discussed and analyzed. Marriner S. 
Eccles, Governor of the Federal Reserve Board, was present, together 
with Rudolf S. Hecht, President of the Association. 

The group picture of those attending includes, in addition to Mr. 
Hecht and Governor Eccles, the following: 

Robert V. Fleming, Tom K. Smith, H. Lane Young, Ronald Ransom, 
T. J. Caldwell, Robert F. Maddox, Hal Y. Lemon, W. R. Morehouse, 
L. A. Andrew, Thomas F. Wallace, D. J. Needham, Fred I. Kent, W. W. 
Aldrich, E. G. Bennett, Wilson McCarthy, Colonel John G. Lonsdale, 
John K. Ottley, Fred N. Shepherd, James C. Bolton and A. P. Giannini. 


production comes in January and the 
reaction is promised for March or April 
instead of next Summer. It might be 
thought that this indicates that here is 
a one-industry country with the auto- 
mobile industry a one-man industry. 
What it really means is that the indus- 
trial life of this nation, great as it is, 
is an interdependent, coordinated whole 
in which even one man can have an 
important influence. 


* 


Cotton 


As a result of the Government’s 
policy of lending 12 cents a pound on 
cotton it is estimated by cotton ex- 
change authorities that by the close of 
the current season Federal agencies will 
control at least 7,000,000 bales of the 
staple which will hang over the market 
until it is disposed of in an already 
overstocked world. 

Reasons why the least doubt of a 
continuation of the loan policy brings a 
collapse in cotton prices are not far to 
seek and with a rising tide of production 


in other countries the worst is probably 
yet to be told. Uncle Sam has had costly 
experience with acquiring and holding 
cotton and other agricultural products 
under the old Federal Farm Board, but 
that experience does not seem to have 
been a success as a teacher, however 
expensive it has been. 


Stabilization 


Neville Chamberlain, Chancellor of 
the British Exchequer, is satisfied that 
there is no occasion for worry over the 
fate of the pound sterling but indicates 
that stabilization is not in sight. So long 
as the British Government insists upon 
maintaining the pound’s advantage 
over other currencies in international 
transactions there can be no stabiliza- 
tion nor can there be any resumption 
of international trade. Since Great Brit- 
ain left the gold standard the manage- 
ment of sterling exchange has been ex- 
ceedingly clever on the whole, but it 
has been conducive to British rather 
than world interests. 
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Pay Check Fraud Liability 


ERE has been no little loss from 
the misappropriation of checks by 
employees of firms and corpora- 

tions, resulting in loss to banks which 
are called upon to pay them. The easy 
manner in which this type of fraud can 
be perpetrated and continued for months 
and even years is a startling truth. It 
presents a serious problem to bankers 
for the reason that according to law the 
loss is placed upon them. 

This type of fraud covers all kinds of 
fraudulent check transactions and is 
usually the result of lax methods on the 
part of those who draw checks, relying 
on the honesty of an employee in fur- 
nishing the name of the payee before 
signature. The fraud is popularly known 
as “an inside job” where an employee 
seeks to rob his employer by check 
manipulations. 

The problem is easily recognized when 
described. Everyone knows that there 
are corporations and firms whose prac- 
tice is to draw a large number of checks 
for payroll and other purposes. In the 
preparation of such checks prior to 
signature necessity often requires that 
this function be delegated. 

Take for example an actual occur- 
rence where a corporation has on its 
payroll account 300 employees who 
receive their checks twice a month. The 
bookkeeper or paymaster having charge 
of the payroll account has no difficulty 
in preparing two or three duplicate 
checks payable to employees and ob- 
taining the signature of the drawer on 
such checks. It is possible for him to 
continue this practice every pay day, 
abstracting in each case from all the 
checks signed the two or three that are 
duplicates. These duplicate items have 
all the appearance of being 
genuine checks, but in fact 
they represent a fictitious 
obligation unknown to the 
person or persons signing 
them. It has been found 
from actual experience in 
many cases that the book- 
keeper who steals these 
duplicate checks is success- 
ful in having them cashed 
either at the bank which 
carries the corporation’s ac- 
count or at his own bank. 

The law involved in 
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By THOMAS B. PATON 


Assistant General Counsel, 
American Bankers Association 


settling the loss upon the banks is 
covered by the Negotiable Instruments 
Act, which contains a provision in re- 
spect to checks payable to fictitious 
payees. It provides that one can take 
good title to a check which is payable to 
a fictitious person provided the drawer 
had knowledge of the fact. It is impor- 
tant to note this distinction, because no 
one can obtain legal title to checks 
issued through the fraud of an employee 
where the signing officer has no knowl- 
edge of the fraud. 


THE PRESENT LAW 


THIS situation brings to light an ap- 
parent weakness in the Act, for it seems 
clear that the drawer should be held 
responsible for the conduct of its em- 
ployees who are given definite authority 
to supply the name of the payee on the 
checks which are issued. Under the 
present law the drawer is protected if 
he can prove that he had no knowledge 
of the fiction. It makes no difference 
whether the drawer is negligent in 
checking his employee’s irregularities, 
whether his bookkeeping methods are 
faulty or whether he does not exercise 
care in examining his cancelled vouch- 
ers. The drawer is entitled to recover by 
showing that the bank paid or cashed 
the checks on a forged endorsement, and 
proof of this point is simple because the 


checks without the name of a genuine 
payee cannot possibly have a genuine en- 
dorsement necessary to transfer legal title. 

There are certain sound principles in- 
volved in this problem which must 
necessarily be applied if a proper solu- 
tion is to be found. It is well known that 
a bank should deal with responsible 
customers, and in accepting their ac- 
counts the customer is a potential risk 
as an endorser. On the other hand, no 
one denies that a corporation should 
employ trustworthy men and should be 
particularly careful in respect to those 
employees who are given authority to 
supply the payee’s name on its checks. 

There are many cases that have 
come before the courts which show 
clearly that firms and corporations 
delegate too much power to their em- 
ployees without checking their conduct 
in preparing checks prior to signature. 
In the present situation it seems just 
that the responsibility should be shifted 
from the bank to the employer. 

On behalf of the banks the problem is 
partly solved by an amendment to the 
Negotiable Instruments Act recom- 
mended by the American Bankers Asso- 
ciation, which provides in effect that 
the knowledge of the dishonest employee 
is imputed to the drawer. With such 
imputed knowledge the checks are 
treated as bearer paper transferable by 
delivery. The drawer then cannot suc- 
cessfully attack the legal title of the 
bank to which such checks are nego- 
tiated or presented. This amendment 
has been passed in Idaho, Illinois and 
Montana. The section of particular 
interest here reads: 

“Section (9). When payable to bearer. 
—The instrument is payable to bearer: 

(3) When it is payable to 
the order of a fictitious or 
non-existing or living per- 
son not intended to have 
any interest in it, and such 
fact was known to the per- 
son making it as payable, or 
known to his employee or 
other agent who supplies the 
name of such payee.” 

For those firms which 
entrust the preparation of 
their checks to employees 
the solution rests in use of 
proper auditing methods. 
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Three of America’s Soundest 


Fire lncurance Companies 


The London Assurance 
The Manhattan Fire and Marine Insurance Company 
The Union F ire, Accident and General Insurance Company 


ANNUAL STATEMENTS 


DECEMBER 31, 1954 


ASSETS 
London The The 
Assurance Manhattan Union Fire 
(United States Fire and (United States 

Assets) Marine Assets) 
Government, State and Municipal Bonds $2,526,289.35 $ 985,691.57 $ 609,957.45 
Railroad Bonds 1,261,430.58 770,261.02 336,658.16 
Public Utilities, Industrial and Miscellaneous Bonds 822,906.14 522,905.68 243,740.75 
Railroad Stocks 194,912.00 5,500.00 
Public Utilities, Industrial and Miscellaneous Stocks 906,300.00 192,300.00 


Mortgage Loan on Real Estate 18,000.00 

Premiums in course of collection (less than 90 days) 673,998.16 95,175.38 73,612.11 
Cash in Banks and Offices 920,029.92 151,835.35 147,478.34 
Other Assets 135,488.40 36,552.88 28,113.65 


$7,459,354.55 $2,760,221.88 $1,441,350.46 


LIABILITIES 
Losses under adjustment $ 653,894.96 $ 38,622.77 $ 67,668.00 


Unearned premiums on insurance written but not 


expired 3,072,163.81 696,345.44 386,552.41 


Contingency Reserve* 30,544.53 
Taxes not yet due and reserve for other liabilities... 315,181.00 58,261.39 30,264.19 


Total Liabilities $4,041,239.77 $ 793,229.60 $ 515,029.13 


Statutory Deposit 
Capital, paid up 
Surplus 966,992.28 726,321.33 


SURPLUS TO POLICYHOLDERS............ $3,418,114.78 $1,966,992.28 $ 926,321.33 
$7,459,354.55 $2,760,221.88 $1,441,350.46 


*The Contingency Reserve represents the difference between the values carried in the assets and actual December 31, 
1934 market quotations. 


Securities carried at $674,893.78 for the London, $55,251.42 for the Manhattan, and $385,415.75 
for.the Union in these statements are deposited as required by law. On the basis of December 31, 
1934 actual market quotations for all bonds and stocks owned, the London’s total assets would be 
increased to $7,564,386.50, and surplus to policyholders to $3,523,146.73. On this basis the Man- 
hattan’s total assets would be increased to $2,806,175.73, and surplus to policyholders to $2,012,- 
946.13. 


Everett W. Nourse, United States Manager and President 
Ninety-Nine John Street New York 
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AT THE ANGLO CALIFORNIA BANK OF SAN FRANCISCO 


Depositors, Tellers and Management 
Benefit by using This System 


Mr. E. G. Lind, Assistant Vice Presi- 
dent, The Anglo California National 
Bank of San Francisco, whose accom- 
panying letter is your invitation to 
“‘write direct in regard to any detail of 
operation’’ of Anglo’s method of han- 
dling savings accounts 


The Anglo California National 
Bank of San Francisco was es- 
tablished in 1873. It now operates 
its main banking office and nine 
complete branch banks in San Fran- 
cisco and has branches in Oak- 
land, Redding, and Red Bluff, Cali- 


fornia. 


Among its more than 100,000 
depositors are numbered practi- 
cally all of the leading railroad, 
steamship, industrial and retail to You mat? "Fite us 
concerns in San Francisco. On De- Consider 
cember 31, 1934, deposits totaled 
$160,362,052 and its resources 
were $198,153,132. 

This bank was the first purchaser 
of National Posting Machines for 
Savings and Thrift Accounts on the 
Pacific Coast and has been using 
this type of equipment since 1926. 

Whenever a new branch bank- 
ing office is opened, a National 
Posting Machine is installed re- 
gardless of the number of savings 
accounts anticipated. 

Read Mr. Lind’s letter again and 
then investigate the merits of a 
National System for handling sav- 
ings accounts in your own bank. 
Just telephone our representative 
or write us. 


Savings department in Branch Number 10, San Francisco 


DAYTON, O 


CASH REGISTERS @e TYPEWRITING-BOOKKEEPING MACHINES @ POSTING MACHINES 
@ ANALYSIS MACHINES @e BANK-BOOKKEEPING MACHINES e CHECK-WRITING AND 
SIGNING MACHINES e POSTAGE METER MACHINES @ CORRECT POSTURE CHAIRS 


BANKING 


The Anglo California National Bang 
of San Franaseo 
£ 
San Francisco, December 22, 1934, 
The Nationa) Cash Regiete; Company, 
Dayton, Ohio, 
Ye. Gentlemen; 
¥ Your records Wil) Show that the Anglo Californie Nation. 
a] Bank of San Francisco "4s the first Purchaser your Savings 
Bank Maching On the Coast, 
In January, 1926, we {nstelieg One Maching tn oup branch 
Which We were °Pening the Richmong District We S€cureg Such 
t8factory results from the Machine thet Wwe Placeg an order With 
You some Months later for twenty Sdditions) Chines in order to 
this @ethog or Nand) ing Savings Accounts throughout Our 
entire System, 
Our Peposttons like the because the Service la 
fast, and they like the neatly Printed book, Alsy, it Seems to 
be human Nature to realize that When the entry 1g Made ©n our 
ledger and thetp Pass book the Same °Peration, there Wil) 
never be any Westion about the "Ccount | 
& The Tellers like the Mching becausy, When the Customer 
leaves the Window, the Posting 1g done, and the Proor Work 8fter 
Closing time 1s Imp litieg | 
The Management °f the Bank likes the ™achine 8nd the 
System ft Makes because can do bette, Job ate 
lower Cost, 
Savings Bank System 1s the fact that Whene 
banking to oup Inatitur on 
machines, Irrespect; y 
“"ticipate 
~' 
‘ 
Cah 
Shialtonal HIO 
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Top Heavy Bank Supervision 


By H. B. WELLS 


Bank Supervisor, Indiana Department 
of Financial Institutions 


work out a coordination program for the interchange 
of reports, joint use of the reports of a single examining 
team and other cooperative devices. Very little has thus far 
been accomplished along this line, although discussion of the 
subject has become widespread among the supervising offi- 
cials themselves. Worthwhile reform could be effected if both 
state and Federal agencies would be less uncompromising. 
Another method of simplification of the chaotic present 
picture is to be found in the called report field. As the earliest 
form of supervision, the called report was for many years the 
most important item in regulation. It is now more or less out- 
moded. In an era when contacts between supervisory au- 
thorities and banks were difficult, four or five called reports 
per year were desirable and necessary. Now supervisory offi- 
cials ascertain the exact condition of an individual institution 
by many other methods. 


G rork and Federal bank examining agencies should 


Frequent examination, special reports, the 
facility of telephone and telegraph, swift 
modes of transportation for examiners, ease 
of conferences between bank officials and supervising au- 
thorities, all bring the financial institution closer to the 
regulatory power. The officer of any bank is only a few 
minutes removed from his supervisory power, day or 
night. Every well organized regulatory department has 
abandoned any great reliance on the old-fashioned called 
report as a supervisory implement, except for statistical and 
public-informing purposes. Twice a year is often enough to 
attain these ends, yet all banks continue to be subjected to 
this more or less obsolete regulatory form without regard 
for their actual condition. If weak banks were subjected toa 


CALLED 
REPORTS 


April 1935 


program of frequent special reports, examinations and con- 
ferences, a great majority of the total number of banks 
might safely be relieved from the uniform requirement of 
four or five reports per year. 

Elimination of certain schedules now required each year 
by both Federal and state examining authorities would also 
shorten the average bank examination measurably. The real 
purpose of an examination is to discover the true condition 
of the bank and to interpret that condition. Procedures and 
schedules which do not contribute to these purposes should 
be eliminated. In states where supervisory authorities have 
only recently been granted new and widely flexible powers, 
some progress is being made toward these objectives. 


The time is opportune for a frank ap- 
praisal of the machinery which we have 
accumulated as a result of the sporadic re- 
form efforts of the past. If such appraisal be frank and 
courageous, with complete disregard of personal prejudice 
and convenience, it should be possible to evolve within the 
next few years a program of regulation which could meet 
the peculiar problems of our system of many independent 
units without doing violence to the fundamental principle, 
namely, that the best regulation is that which will assure 
stability and security with the least possible interference 
with management. 

In the long evolution of bank regulatory methods the agen- 
cies for social control of financial institutions rarely have ac- 
corded necessary respect to the axiom that governmental 
supervision of the banking business always should strive to 
allow bank management the greatest possible measure of 
freedom consistent with the public welfare. We have wan- 
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| 2d Session. 


- Treas, Dept. 


CONDITION OF STATE BANKS. 


LETTER 


FROM THE 


SECRETARY OF THE TREASURY, 


Transmitting the information required: by a resolution of the House of 
_ Representatives of 10th July, 1832, in relation lo the Condition of the 
State Banks, &c. 


January 8, 1838. 
Read, and laid upon the table. _ 


Treasury Department, 
January 8, 1838. 


' Sir; I have the honor to communicate the accompanying documents, 
2 compliance with the following resolution of the House of Representa- 
‘ves, adopted July 10, 1832 : 
“ Resolved, That the Secretary of the Treasury be directed to lay be- 
ore this House, at the next and each successive session of Congress, 


dered far from the objective of this fundamental precept. 
The current situation under which American banking finds 
itself writhing beneath multiplied supervisory authority— 
as a direct result of depression-born retaliatory tactics by 
society—is but intensified repetition of what has happened 
during or following all of the deflationary periods in the 
country’s history. 

Perhaps the need for the almost punitive multiplication 
of new supervisory authority was greater this time. At least 
it is true that the economic displacement was far greater 
than ever before. The international aspect of the present 
deflationary period gave accent to the accumulating do- 
mestic difficulties of the post-World War years. Rich Amer- 
ica was a fertile garden for the growth of such a competitive 
weed-bed as the world had never visioned. The weeds grew 
finally to absorb the flowers in the catastrophe of early 
1933. It was inevitable that the whole garden should im- 
mediately be subject to a hoeing and raking the like of which 
history had not recorded theretofore. 


DRASTIC An old-fashioned precept that the least 
SUPERVISION 80Vernment is the best government had 

no place in the scheme of cure that 
rapidly took form from many diverse sectors. Bank regula- 
tion became the national aim very naturally, for the tre- 
mendous publicity that accompanied and followed the 
moratorium swiftly placed the banks at the apex of the 
mountain of economic troubles. 

And it became the full-time job of all the new supervisory 
agencies as well as the old to intensify their regulatory 
methods. State, national, Federal Reserve, Federal Deposit 
Insurance Corporation and Reconstruction Finance Corpora- 
tion authorities, the horde of state and national tax authori- 
ties, the state and national securities commissions, the Na- 
tional Housing leaders, the Federal Farm Administration 
groups, all took their part in this nation-wide attempt to dig 
deeply into the vitals of the banking business that survived 
the moratorium and bring up for the public gaze anything 
of import that might be discovered. 

The banking business, willy-nilly, was a subject for de- 
tailed vivisection. And the glee of the demagogue merged 
with the perfectly proper public service of the careful super- 
visors in creating what amounts to a nightmare situation for 
bankers generally. Added to this inspection-mad era, of 
course, was the sustaining demand of the public for the last 
wringing of the wash-cloth that would insure the cleanliness 
of even the neck and ears of the banking business. 


Now, where has all this left the battle- 
scarred banker whose institution sur- 
vived? In the main he is a veteran of a 
war, and he has fought a good fight. Not only has he with- 
stood the shambles of 1933, but he has withstood insidious 
situations of the highly competitive years prior to the mora- 
torium and the terrific readjustment of values of the de- 
pression period. Sometimes it is hard to understand why he 
continues to fight. Nobody loves him, apparently. He is 
stripped of most of the robes of dignity with which once he 
was clothed in his community. And he is harassed con- 
stantly by legislative threat and public misunderstanding. 
He must have been a pretty tough citizen to have survived. 

And thus, with the banker’s glass eye sadly filmed, per- 
haps it is time for society, as represented by the multiplied 
supervisory authorities, to take stock of itself a bit, to de- 
termine whether all of the pin-pricking regulatory tactics are 
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of value, or whether it is time now to seek such flexible super- 
vision that something of the old truth may be released again 
as a guide to supervision. Perhaps it is time to let good bank 
management climb into the saddle again, to give it a meas- 
ure of freedom consistent with the public welfare. 

Let us examine briefly whether our entire supervisory 
machinery needs to be revamped to make it more selective; 
whether regulatory emphasis from this point should be 
placed on institutions remaining in a weak or precarious 
condition, freeing banks in stronger position from much of 
the present intensity and variety of governmental control. 

It is probable that more regulatory legislation has been 
enacted in the past few years than in the entire former his- 
tory of the country. Elaboration of supervisory and exami- 
nation machinery has occurred on an unprecedented scale. 
Much of this new program is vital and desirable, but as is 
usually the case when great social changes occur as results 
of economic crisis, extreme measures have been introduced. 
A frank appraisal of the new machinery might result in 
elimination of unnecessary operations before they become so 
embedded in government that they are ineradicable. 


Confining ourselves purely to the so-called 
examining and reporting phases of the new 
systems of control, let us follow through 
today’s “system”’. We shall have to eliminate references 
to whatever additions to the banker’s burdens may come 
out of the current Congress. Let us say he is an Indi- 
ana state banker, with Federal Reserve membership for 
his institution, and that he has taken some strengthening 
debentures from R.F.C. He faces examinations periodically 
from the Department of Financial Institutions of Indiana, 
from the Federal Deposit Insurance Corporation, from the 
R.F.C., and from the Federal Reserve bank. If he wishes 
to sell other securities than those in a restricted list, he 
faces examination, under a recently enacted state law, by 
the Indiana Securities Commission. State and national tax 
officials compel him to report punctually and in several 
instances as often as once a month. 

Perhaps the banker himself can speak more clearly. He 
picks out just a few of the time-consuming interruptions 
that afflict him: 


A SINGLE 
CASE 


“We have a Federal income tax report which 
is a lengthy and complicated piece of work. 
We have a Federal capital stock tax return. 
Then there is the F.D.I.C. semi-annual classification of 
all accounts. The Federal Reserve called reports have in- 
creased in volume appreciably. For a time we had to 
make R.F.C. reports similar to Federal Reserve reports 
but these have been discontinued recently. There are 
monthly Indiana intangibles bank deposit tax reports. There 
are quarterly gross income tax reports to the state. The De- 
partment of Financial Institutions’ called report several 
times a year requires more work than formerly in this state. 
We have a directors’ auditing committee report to prepare, 
really an internal examination made necessary by the re- 
quirements of the new state law. Moreover, there is an an- 
nual domestic corporations report. We are required to file 
with both Federal and state authorities a statement of ex- 
isting relationships with affiliate companies and we must 
prepare this report for publication under the Federal re- 
quirements. 

“The industrial licensing division requires a state report 
showing the number of male and female employees of our 
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A LONG 
LIST 


ONE EXAMINATION AFTER ANOTHER 


A century ago the Secretary of the 
Treasury had supervisory powers over 
state banks, and reported their condi- 
tion to Congress in the manner illus- 
trated at the top of Page 14. 

The national bank examining tradi- 
tion dates back to Civil War times, 
when the presence of women in office 
work was a novelty. Center picture— 
**The Treasury Department—The New 
Secretary Looking Around’’. More re- 
cently came the Reserve System and 
finally the very new agencies of Goy- 
ernment, the F.D.I.C., the R.F.C., and 
the accretions to state examining pro- 
cedure, all of which added to the maze. 

The picture at the bottom of the 
opposite page is the Civil War me- 
morial near the Federal Treasury. 


bank and a list of all employees under 19 years of age. The 
Department of Agriculture has requested a classification of 
farm loans and either the H.O.L.C. or F.H.A. has asked for 
classification of mortgage loans on residences and industrial 
and business property. We can depend on the Federal Re- 
serve examiner asking for some new set of data each time 
he comes to see us. 


“We make a monthly report of balances 
to the Federal Reserve bank in addition 
to the regular Reserve classification on a 
new form which has been included recently requesting data 
in order to test a new method of computing reserves. If this 
type of work-burden continues to increase as it has in the 
past three years, our whole force will be absorbed in the 
business of examination and preparation of reports.” 

Bankers generally will know whether this man is exag- 
gerating the burdens of the new supervision. If he is not the 
picture which he presents is one that should be given careful 
consideration by bank supervisory officials and others inter- 
ested in the well-being of our privately owned banking 
system. 

It is perhaps well to call attention just now to the drastic 
reduction in uneconomic units of our banking system which 
came about during the period before and after the banking 
holiday. This reduction may have bearing on whether the 
rapid expansion of our supervisory activities is wholly 
necessary. As early as 1835 the New York legislature passed 
the precedential “free” or general banking law, destined 
to have a profound effect upon the banking structure of the 
whole United States. One by one various states followed 
New York’s lead, establishing a “free’”’ banking system and 
this, together with the development of the national banking 
system, was responsible for the peculiar problem of bank 
supervision in its myriad forms. (CONTINUED ON PAGE 81) 


THE REPORT 
BUSINESS 
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ANKERS are often asked, and ask 

B each other, just what place their 

profession is likely to occupy in 

the period of national development 
which lies immediately ahead of us. 

My belief is that this era will be char- 
acterized by close cooperation—closer 
than ever before—between banking and 
business; that bankers will maintain 
closer contact with business problems 
and that business men will know more 
about banking than heretofore. 

Such an entente cordiale is of course 
highly desirable from every point of 
view, and if accomplished will do much 
toward speeding recovery and maintain- 
ing the economic welfare of the nation. 

As I see it, our best ally toward bring- 
ing about this better mutual under- 
standing and closer relationship is Edu- 
cation. In this connection I wish to 
speak of two things: the importance of 
the step just taken by the American 
Bankers Association in organizing the 
Graduate School of Banking, and my 
belief that the basis of public education 
in economics should be broadened to 
include students in high schools and 
other secondary institutions of learning. 

During the more spectacular phases 
of our recurrent business cycles it is al- 
ways interesting to observe the sudden 
attention which the people, as a whole, 
give to the subject of economics and its 
corollaries. 

When things are running smoothly 
men and women, by and large, leave it 
to college professors, statisticians and 
bankers to worry about such matters as 
prices, production and consumption 
charts, money and the various theories 
and practices of finance. But let there 
be a break, either one way or the other, 
in the normal trend of events, let peo- 
ple’s own fortunes be affected, adversely 
or favorably, and they will promptly 
take a lively interest in the change. The 
old law of self-preservation asserts it- 
self; every man hastens to protect his 
own. 

For these reasons the last few years 
have witnessed what amounts to a 
mass movement in economic education. 
Much of it, obviously, has been of an 
amateurish, superficial sort, acquired at 
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Banking, Business and 


By R. S. HECHT 


President, American Bankers Asso- 

ciation; Chairman of the Board, 

The Hibernia National Bank in New 
Orleans 


the painful expense of personal fortune 
and the welfare of millions. But behind 
these costly lessons is a strong desire to 
learn. Why did the collapse occur? 
What is the way out? How can we profit 
by what we have been through? 

Bearing witness to this serious at- 
tempt to study our mistakes is the ap- 
pearance and distribution of a vast 
number of books, articles and speeches 
dealing with economic subjects. A few 
years ago the depression was the big 
news of the day, just as today the big 
news is the effort of government and 
business to speed recovery. A whole new 
literature covering all phases of the 
question and a multitude of suggestions 
for the return to equilibrium has circu- 
lated among people whose recent exper- 
iences have stimulated them to study 
eagerly every constructive plan or sug- 
gestion. 

Whether each generation must go 
through this educational process for 
itself, or whether older generations re- 
fresh their memories, is an open ques- 
tion. The important point for us to 
remember, however, is that at the mo- 
ment Americans have a keen interest in 
these vital economic and social ques- 
tions facing them, and they are study- 
ing them carefully and critically, deter- 
mined to find the best solution possible. 
If they are becoming less willing to ac- 
cept panaceas it is because they are 
gradually becoming better informed. 

In all our history no severe depression 
has left the country unchanged. Each 
has caused people to think, and the ef- 
fect of their thinking in the long run has 
been a shift in the direction of national 
progress. The present instance, I be- 
lieve, will prove no exception. It is well 
therefore to consider some of the new 
aspects of the banking profession’s rela- 
tionship to those whom it serves. 

Notwithstanding the fact that dema- 
gogues here and there still try to arouse 


resentment against the banking profes- 
sion, there has unquestionably been a 
vast improvement in the attitude of the 
masses toward bankers and banking. 
As a consequence there is a better un- 
derstanding and closer cooperation be- 
tween the banker and his clients. 

The alert banker knows that he must 
cultivate this relationship and become 
better acquainted with his customers 
and their needs. This does not mean 
that he should attempt to “popularize” 
himself in the usual sense of the word. 
We have come to realize that the sound 
banker must, on occasion, be unpopular, 
if by that we mean his obligation to say 
“no” when in times of boom his own 
good judgment demands an emphatic 
negative. Likewise, in periods of de- 
pression when every effort is being bent 
on loosening credit to speed recovery, 
he must be able to say “no” to many 
unmerited claims for consideration, and 
thus expose himself to further unjusti- 
fied criticism. 

But if he cannot hope to accomplish 
popularity, the sound banker can at 
least command the respect of his cus- 
tomers if he will take the trouble to un- 
derstand his clients’ point of view, and 
in turn explain to them the reasons for 
his own decisions. He cannot possibly 
do this successfully unless he has a thor- 
ough understanding of his clients’ af- 
fairs. Obviously he cannot be an expert 
in each line of trade, especially in this 
day of specialized industrialism, but he 
must have general knowledge about the 
problems of production and consump- 
tion affecting his clients’ business, and 
must know something about the meth- 
ods and policies employed in the busi- 
ness. For, after all, banking is really the 
nerve center of all business. 

It follows therefore that the banker 
must be able to do more than merely ex- 
tend credit on a statement of financial 
condition. He must understand the 
statement as a living document, which 
reveals to him points of strength or 
weakness, so that he may encourage or 
warn the business man with whom he 
deals. The science of credit and finance 
cannot be isolated; it is the blood 
stream of business. Its use involves 


BANKING 


J 
t 
b 
e i 
tl 
: b 
te 
n 
tl 
ic 
t 
0 
SI 
a 
Pp 
| 
0 
g 
0 
W 
t 
{ a 
a 
t 
t! 
SI 
¢ 
n 
te 
‘ i 
| Pp 
u 
i 
i 
le 
| St 
a 
0 
| 
| 
| 


Edueation 


tremendous responsibilities that are not 
met by merely saying “yes” or “no” 
toa given proposition. The banker must 
be able to give reasons for his decision 
if he is to be helpful to and command 
the respect of his customer. 

Somehow the feeling persists that 
bankers take great delight in refusing 
to extend credit and so promote busi- 
ness recovery. Of course the reverse is 
true, for never were bankers more anx- 
jous to make sound loans than they are 
today. A perusal of the recent speeches 
of the chairmen of the boards of the five 
great British banks reveals in every in- 
stance a lengthy defense of the failure of 
English banks to extend credit to the 
extent demanded by English industry, 
a defense which was occasioned by a 
protest on the part of the business com- 
munity. The chairman of the board of 
Lloyds Bank said: “If we could be told 
of any method by which we could be of 
greater assistance to trade, we would 
gladly learn the way. We thrive by good 
trade, and if we can do anything to pro- 
mote it we shall be the first to benefit. 
But merely to be told that we have it in 
our power to restore prosperity to the 
country, but that either through stu- 
pidity or pigheadedness we refuse to do 
so, does not sound very convincing and 
would appear to be an insincere attempt 
to play on the ignorance of the public, 
who do not know what the possibilities 
and limitations of banking procedure 
are,” 

Bankers, as leaders of their communi- 
ties, must give more and more study to 
the civic and financial problems of city, 
state and nation. In addition, business 
enterprise in almost every direction is 
now in closer contact with government. 
Questions of regulation and supervision, 
taxation, budgeting processes, all are 
integral parts of the business picture. 

By force of circumstances and by 
popular will the Government is grad- 
ually assuming more and more of a place 
in business activity. The banker, deal- 
ing as he does with fundamental prob- 
lems, must to a greater degree under- 
stand the workings of the Government 
and its agents. He must work with them 
on a program of give and take, based 
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upon mutual respect. The old concept 
of government as some remote super- 
vising agency no longer conforms to 
modern facts or to future needs. Today 
the Government is a partner in many 
business enterprises where a few years 
ago no thought of such a relationship 
existed, and it competes with private 
enterprise in many lines. 

The program of business education in 
this country has already gone far, as is 
attested by the excellent work so many 
of our colleges and universities are do- 
ing in preparing young men for business 
careers. Looking to the future, it would 
seem that an important objective of 
that program is to be the education of 
our prospective leaders in the basic 
teachings of economics and its history 
as a matter of citizenship training. 
America’s geographical expansion has 
been halted by natural limits; her 
growth from now on depends upon 
what she is able to make of herself. And 
that, in turn, depends on how success- 
fully she can develop leaders. 

Long ago the American public placed 
its faith in universal education. The 
works based upon this faith in the past 
century justified themselves in the 
emergency that began in 1929, for the 
American people remained stable and 
held steadfast to their determination to 
be ruled by reason rather than by emo- 
tion. In the great crisis we did not resort 
to revolution, nor were we swept into 
dictatorship. We did not lose our heads, 
but maintained the orderly processes of 
civil and civilized government. 

But, reassuring as has been this poise, 
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we must nevertheless increase our effort 
to effect a better understanding of our 
economic society, and we must attempt 
to eradicate the causes that have led us 
time and again to difficult periods of 
business depression. Some critics have 
called us a nation of economic illiter- 
ates. As a people, it may be said, we 
have no monopoly on that type of illit- 
eracy. The changes brought about by 
mechanical inventions have greatly al- 
tered the character of economic prob- 
lems everywhere and have called for a 
new approach to, and new analysis of, 
fundamental facts. 

The teaching of economics has not 
been a very popular undertaking. It has 
suffered by virtue of the fact that it was 
long regarded as an uncomfortable 
science, chiefly because it once taught 
that the means of subsistence could not 
keep pace with the growth in popula- 
tion. This concept, arising from the cir- 
cumstances of the time, gave educators 
a distinct handicap in their efforts to 
popularize the subject. People then 
could not foresee a time when machine 
output would shift the basic problem 
from a question of production to one of 
distribution and consumption. 

In our own country economics, under 
the label of political economy, was first 
taught at William and Mary College in 
Virginia in 1784, but it was not until a 
century later that the subject made 
much appeal to the curriculum makers 
of our higher educational institutions. 
Few realize that it was due largely to 
the efforts of the American Bankers As- 
sociation that (CONTINUED ON PAGE 86) 
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T has been evident for several years 
that if the banks of the United 
States are to earn their keep, as all 

banks must if they are to remain sound 
institutions, they must look to new 
methods and new sources of revenue. 
Changes in business methods, in the 
financial and monetary policies of the 
Government, and in the banks them- 
selves, have so modified the conditions 
under which banks operate that little 
reliance can now be placed upon time- 
honored methods of banking as divi- 
dend producers. 

Even during the reputedly prosperous 
decade following the World War there 
were changes in methods of business 
financing which worked to the dis- 
advantage of all banks. There were 
radical shifts in industry, agriculture 
and trade which took from many banks, 
particularly in rural districts, some of 
their principal earning possibilities and 
especially subjected them to the dangers 
attending too great a credit concentra- 
tion in one or at most a few activities. 
The development of great Government 
lending institutions took from them 
considerable business. Reserve and 
other policies, though probably benefi- 
cial to the country as a whole, further 
reduced earning possibilities in the 
smaller banks, while steadily increasing 
taxation became a greater drain upon 
their resources. 

Since the depression, especially in the 
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past two years, there has been so great 
an increase in the public debt as to 
modify financing of every sort. Govern- 
ment restrictions upon security issues 
and security exchanges have added 
complications. The prospect is that 
taxes will be further increased. Govern- 
ment expenditures for relief and emer- 
gency undertakings have added a new 
and rather artificial element in the 
entire business situation which is re- 
flected in banking, and not always to its 
permanent profit. Some of these changes 
are of an emergency character which 
may pass with time but their cumulative 
effect is more or less permanent. Future 
bank earnings will rest upon a different 
foundation from that of the past. 

In casting up the accounts of the 
present situation and future prospects 
of the banks from the standpoint of 
profit, generalization is difficult and 
often misleading. A few banks actually 
earned profits during the whole of the 
so-called decade of prosperity. Back in 
1927, close to the 1926 era which has 
come to be a symbol of prosperity for 
the index fraternity, 966 national banks 
operated at a loss andan additional 2,000 
earned less than 5 per cent. These banks 
constituted about 38 per cent of all 
natiorial banks in the United States. 
Nevertheless national banks on an 
average netted a profit of 9.24 per cent 
on their capital funds that year. They 
did a little better in 1929 when the rate 


was 9.72 per cent. In 1930 the rate was 
7.38 per cent; in 1931 there was a loss of 
1.47 per cent, in 1932 a loss of 4.97 
per cent, and in 1933 a loss of 9.89 per 
cent. 

State banks have done a little better 
during the depression. In 1931 they 
added to their profits a net rate of 2.54 
per cent but in 1932 they lost 3.84 per 
cent and in 1933, 3.49 per cent. These 
are averages computed by the Federal 
Reserve authorities from the aggregates 
reported by member banks. Such aver- 
ages, naturally, give to large banks a 
statistical influence rather out of pro- 
portion to their number in comparison 
with the figures for small banks. Some 
banks, large and small, made money 
throughout the period but this fact 
means that many banks lost more than 
the average rates given. The course of 
this decline in earnings and several 
ratios appears in the table on page 20. 

The record of earnings and expenses 
of member banks for 1934 will probably 
not be available before June, but an 
analysis of the returns for the previous 
years gives some indication of what 
may be expected. In the first place it 
may be anticipated that after touching 
bottom in 1933 there will be an upturn 
in net additions to profits, or at least a 
reduction in the rate of loss. Losses on 
loans and investments in 1933 represent 
to a considerable extent the accumu- 
lated losses of several years brought to 
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By GEORGE E. ANDERSON 


book. In 1933 average losses of all 
member banks on loans were 3.29 per 
cent; on investments, 2.85 per cent or a 
total of 6.14 per cent, which accounts 
for most of the total net deficit of 7.26 
per cent. It is probable that the record 
in 1934 will show a large proportion of 
recoveries on both loans and invest- 
ments, especially the latter. Year-end 

- statements of many outstanding institu- 
tions show increased operating revenues. 
Doubtless the turn in the lane has been 
reached and the record in the future will 
show decided improvement. 

The fact remains, however, that some 
of the reasons for low bank earnings 
during the previous three years have 
also operated effectively during 1934 
and will probably operate more effec- 
tively in the near future. Chief among 
these reasons is the turn of the banks, 
for quite ample reason, from five and 
six per cent loans to two and three per 
cent investments. 

In 1931, 64 per cent of all loans and 
investments of member banks was in 
loans and 36 per cent in investments. 
By the end of 1934, 43.1 per cent of the 
total outstanding credit was in loans 
and 56.9 per cent was in investments. 
At the end of 1931 banks in New York 
City were charging customers—because 
they could fairly do so—4.64 per cent on 
loans; bankers in other northern and 
eastern cities were charging 4.91 per 
cent and those in southern and western 
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cities 5.56 per cent. At the end of 1934 
the New York banks were charging 
3.18 per cent, northern and eastern state 
banks 3.98 per cent, and southern and 
western state banks 4.92 per cent. 

All the banks are avid for good loans. 
In the absence of the latter they have, 
perforce, turned to eligible investments 
and since most of these have been of 
somewhat uncertain quality the banks 
have turned to Government securities. 
At the end of 1931 Reserve member 
banks had 17.3 per cent of all loans and 
investments in securities of the United 
States. At the end of 1934 they had 
38.77 per cent of all loans and invest- 
ments in securities of the United States 
or securities fully guaranteed by the 
United States. At last accounts the 
holdings of Government securities by 
the banks were about equally divided 
between long and short term securities. 
Earnings on these holdings are uncer- 
tain. It is doubtful if the average on the 
long term will run much, if any, over 
3 per cent. On the short term the aver- 
age is probably under 2 per cent since 
about a third of such holdings consist 
of Treasury bills on which present 
earnings are nominal. 

This suggests the question: What is 
the effect of relief and recovery meas- 
ures upon the future of American bank- 
ing? The cycle of Government relief 
and recovery expenditures calls for 
the outlay of billions of dollars which 


The comparative steadiness 
of interest rates in the 
country districts as com- 
pared with the financial 
centers indicates a backlog 
of steady, dependable bank 
business carried on at liv- 
able rates for both bank 
and borrower, whose essen- 
tial characteristics have 
changed comparatively lit- 
tle with the passing years. 
As this business is adjusted 
to modern banking meth- 
ods in the matter of service 
charges and fair payment 
for benefits given by the 
banks there is abundant 
reason to anticipate a bet- 
ter time for the latter as 
well as a safer and far better 
service to the former. 


the Government must borrow—$4,869,- 
418,338 in the current fiscal year and 
$4,528,508,970 for the next fiscal year, 
not to mention billions borrowed in the 
previous three years. The estimate of 
new financing required by the Govern- 
ment in the next 15 months totals about 
$7, 700,000,000. 

As these billions are spent the money 
passes from the hands of the general 
public receiving it into the banks which 
must either invest the funds or hold 
them as reserves. The banks do both. 
In the calendar year 1934 members of 
the Reserve system increased their hold- 
ings of Government securities from 
$7 ,254,000,000 to $9,875,000,000, or by 
$2,621,000,000. They also increased 
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PROFIT AND LOSS RATIOS OF FEDERAL RESERVE MEMBER BANKS 


1931 


Loans and investments 
per $100 of capital 
funds 

National banks 
State member banks 
All member banks 


Losses on loans per $100 of 
capital funds 
National banks 
State member banks..... 
All member banks 


Losses on investments per 
$100 of capital funds 
National banks 
State member banks 
All member banks 


1932 1933 


1931 1932 1933 


Net profits per $100 of cap- 


ital funds 
National banks 
$5.44 
4.61 
5.10 


$5.37 
4.57 
5.04 


State member banks... 
All member banks..... 


—4.97 
—3.84 
—4.50 


—9.89 
—3.49 


Average ratios of loans and 
investments (per cent) 


Ratios of Government se- 
curities to total (per cent) 


Loans and investments 


2.51 
2.71 
2.59 


3.23 
2.21 
2.85 


* Total of $10,884,000,000 includes $989,000,000 securities fully guaranteed by the Government. 


their reserves with the Reserve banks 
from $2,588,000,000 to $4,037,000,000, 
or by $1,449,000,000. By the end of 
January, 1935, their reserves stood at 
substantially $4,500,000,000, of which 
$2,200,000,000 was in excess of legal 
requirements. 

To these outlays of the Federal Gov- 
ernment for relief and recovery enter- 
prises must be added those of the 
states and municipalities. The whole 
constitutes a tremendous outpouring of 
new credit which must be financed in 
one of two ways, either by loans or by 
taxes—eventually, of course, by the 
latter alone. What is now pouring into 
the banks as deposits of the direct 
or indirect recipients of Government 
bounty must some day slowly be drawn 
the other way, drawn from these re- 
cipients in the form of taxes, and as it 
is drawn some of the money of the banks 
will go with it. Increased taxes will form 
a large part of the banking picture in the 
near future, not only in taxes actually 
paid by banks but in the drain upon 
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every business in every community 
which must of necessity affect business 
conditions and the bank credit so 
closely related to them. High taxes 
which reduce the business profits of 
bank patrons hit the banks in more 
ways than one. 

Whichever way the cat jumps, whether 
swollen bank funds go into investments 
or into mounting reserves, bank earn- 
ings are depressed. In the first place 
there is a steadily increasing competi- 
tion among the banks for Government 
and other high class securities which is 
driving up prices until income is the 
lowest ever known in American finance. 
On the other hand, the presence of such 
an enormous volume of unused funds 
in the bank reserves is steadily forcing 
down the interest rates on all com- 
mercial and industrial loans until they, 
too, are the lowest ever known. Be- 
tween the open market policy of the 
Federal Reserve banks, inaugurated in 
the Spring of 1932, and the tremendous 
financing of the Government since that 
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Rates of interest charged 
customers, end of year, 
unweighted averages... 


5.04% 4.9% 4.5% 4.03% 


time, there has been built up in the 
member banks alone a base for bank 
credit in excess of $22,000,000,000 aside 
from any possible borrowing from the 
Reserve banks. Devaluation of the 
dollar has accentuated this condition. 

Banks are faced with the prob- 
ability that even if commercial and in- 
dustrial borrowing is resumed in normal 
volume, their income from that source, 
while far better than now obtained 
from investments, will be lower than it 
has been. Against this is the important 
consideration that their deposits cost 
less and the possibilities of a margin of 
profit between what bank deposits 
cost and what they can earn is measur- 
ably increased. This consideration ap- 
plies to investments as well as to loans. 
The abolition of interest on demand 
deposits and the lowering of interest 
rates which may be paid upon time and 
savings deposits are the outstanding 
elements in the banking developments 
of the past 10 years which give any 
promise of satisfactory bank earnings. 
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(II) The Community Outlook 


By CHARLES F. ZIMMERMAN 


President, First National Bank, 
Huntingdon, Pennsylvania 


E paramount question facing 
every bank at the present time is 
that of investing the funds of de- 

positors. In a major depression, no gen- 
eral rule for employing money at 
interest can be regarded as fool-proof. 
The right procedure for a given bank is 
that which is based first upon careful 
study of the local factors faced by the 
bank and then upon some degree of 
understanding of general trends. 

Among the most important consider- 
ations are: the stability of the entire 
line of deposits; the adequacy of operat- 
ing income; the availability of a fair 
proportion of the bank’s investments; 
and the feasibility of adhering to regu- 
larly accepted methods of extending 
bank credit. 

Each of the foregoing factors has its 
own separate and important place in 
deciding not only the next step to be 


taken in a given bauk, but the general 
plan which at the moment seems the 
soundest for the future. 


LOCAL LOANS 


AS a rule it may be said that through- 
out the depression, funds judiciously lent 
to the bank’s depositors have proved to 
be the most desirable investment policy 
of all, except in communities where busi- 
ness life and progress have depended 
upon one or two major industries. 
While many local loans are to be clas- 
sified as “slow”, careful handling of 
them constantly produces available 
funds for new loans of the same order, 
thus providing a fair degree of liquidity. 

On the other hand, I happen to know 
of a very well managed bank in a one- 
industry town in Pennsylvania, whose 
major investment policy had been to 
encourage local loans from both home- 


owners and merchants during the pros- 
perity period. It was believed that in 
practically every instance the security 
behind the note was ample both from 
the standpoint of realizable value and 
the moral worth of the borrower. When 
the town began to feel the effects of the 
depression, depositors of the bank were 
forced to make steady withdrawals for 
the margin of living expenses. Business 
slowed down. Wage earners and busi- 
ness men alike could not make pay- 
ments as agreed. In the gradual process 
of attrition, this well managed bank 
had to close its doors because it could 
not meet the withdrawal needs of de- 
positors in the savings department. 
There was no excitement and no lack of 
confidence in the bank. It was only a 
case of the inavailability of loaned 
money. 

The greater the diversification of 
local industry, the less chance there is— 
ordinarily speaking—for such an ap- 
parently sound lending ‘policy to force 
any bank to hit the shoals of disaster. 
Hence the correct answer is that local 
loans should be chosen carefully with 
due regard to the total of such loans as 
compared with total deposits; that not 
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too large a proportion of the investment 
portfolio be absorbed by local borrow- 
ers; and that collateral loans to such 
borrowers be protected largely by stock 
exchange securities, upon which the 
bank can realize in case of stress. 

Local loans have in general turned 
out to be a dependable investment. 
Major difficulties in this respect have 
been due more to the bank’s not having 
had a long-established policy of requir- 
ing reductions at each maturity, than 
to inherent difficulties with the borrow- 
ing public. For instance, one town comes 
to mind where the two competing banks 
over a period of years were too timid to 
ask for reductions on notes at any time, 
thinking that to do so might prompt the 
borrower to take his business to the 
other bank. Both banks were frozen 
stone-cold soon after the business slump 
arrived and they had to start calling 
upon all borrowers to bring back their 
umbrellas while it was raining pitch- 
forks, figuratively speaking. After a 
stormy experience lasting for a con- 
siderable period, these banks staged a 
shotgun wedding and will live happily 
hereafter as one bank with a wiser local 
lending policy. 

The tendency on the part of super- 
vising departments to press for payment 
of so-called slow loans has fortunately 
been relaxed in the light of experience. 
Many John Smiths who at no time 
could pay in full are the surest folks to 
pay their obligations in the end. All that 
is required is to exercise patience and to 
give John a chance to accommodate the 
amounts of his payments to his income. 
His honor and courage have made it 
possible for hundreds of banks to keep 
in good position, despite a prolonged 
period of waiting for better times. I 
heard of one country banker, who knows 
his lesson, saying to his supervising au- 
thorities at the beginning of the de- 


‘‘Local loans have in general turned out to be 
a dependable investment. Major difficulties in 
this respect have been due more to the bank’s aot 
having had a long-established policy of requiring 
reductions at each maturity, than to inherent 
difficulties with the borrowing public”’ 


pression that his so-called slow paper 
would prove to be the soundest invest- 
ment as well as the most liquid asset in 
his bank. Subsequent events confirmed 
this viewpoint absolutely. 

It is well, therefore, for banks to have 
a keen realization of the character of 
each borrower, for it is upon his forti- 
tude and his loyalty that the welfare of 
local banks and of depositors alike have 
had to depend. The patronage of the 
local borrower must always be kept in 
mind as an essential element in building 
up the prestige of the country bank. 
But in the long run his contribution to 
this prestige is likely to be in the in- 
verse ratio of the ease with which, over 
a period of years, he has been granted 
loan accommodations except those 
based on adequate, tangible collateral 
or dependable balance sheet figures. 


A LESSON LEARNED 


IT is well that we have seen the end 
of easygoing banking, founded upon the 
idea that bank credit should be granted 
locally without special care and without 
definite terms in advance concerning 
repayment. Many of us have learned 
our lesson—a severe lesson at that—and 
the entire economic structure will be 
much sounder if fair-weather methods 
shall no longer be countenanced in com- 
petitive banking, as we have known it 
to our sorrow in days gone by. 

While much can be said for the in- 


tegrity and perseverence of the local 
borrower, a word of suggestion is due 
with regard to an improved practice for 
country banks—and in fact for all 
banks—in granting loans on collateral 
security. We must never return to the 
days of six or seven years ago, when the 
basic standard for a loan secured by 
collateral was merely that of a satisfac- 
tory margin above the face of the note. 
Banks fell into the habit of granting 
collateral loans to men and women 
without considering the ability of the 
borrower to liquidate the loans satis- 
factorily out of earnings. Lines of credit 
—oftentimes too large—were extended 
with the thought that if the present 
value of the collateral was deemed suffi- 
cient, everything needful in a good loan 
had been provided. 

The entire country fell into this at- 
titude of mind following a fairly satis- 
factory experience with collateral loans 
ever since the money panic of 1907. 
Because of this policy, a greater and 
greater volume of dormant loans kept 
coming into the banks. More and more 
bank patrons were pledging newly pur- 
chased stocks and bonds, along with 
those which had been stored away in the 
safe-deposit box, to cover their obliga- 
tions—the most essential factor in 
sound banking (that of repayment of 
the loan) being permitted to fall into 
utter neglect. It was also upon this inse- 
cure foundation that a tremendous 


Rates charged customers in eight northern and eastern cities, exclusive of New York 


1933 


6% 
5% 
4% 
3% 
| 
1% 
22 BANKING 


volume of broker’s loans was piled up 
until they reached a total of more than 
eight and one-half billions of dollars. 
When confidence in this top-heavy 
house of cards came to an end, forced 
selling of stocks and bonds promptly 
“froze” a large proportion of collateral 
loans held by all of our banks—a story 
that need not be retold here. 

I recall an interview, in point, with 
one of our good customers long before 
the recession took place. She was buying 
and selling shares on the exchange. Her 
income was of modest size. In declining 
to grant an increase in her loans, it was 
suggested that she should sell some of 
her holdings in order to make the pur- 
chase she had in mind. Her loan was 
very well secured at the time. She be- 
came quite indignant and later dropped 
in to say that I had prevented her from 
making a profit of $3,000. She gave me 
the figures to prove her case. There was 
little I could say. My position was pre- 
cisely that in which thousands of bank- 
ers were placed in those heedless days: 
one’s best judgment condemned you if 
you did and the customer condemned 
you and your bank if you didn’t. Fortu- 
nately for the bank with which I am 
associated, we stuck by our guns and 
kept on saying “No! No! a thousand 
times, No!’”’, when our customers were 
clamoring the loudest. 

Today the story in this particular 
case is different. The note is not well 
secured and is listed as “slow”. This 
borrower has had a struggle keeping up 
interest payments and reduction of the 
principal sum is apparently out of the 
question. The lesson is clear. Regular 
reductions of all bank loans—including 
collateral loans—should be required. 
In the future, every well managed bank 
will give due consideration to “ability 
to pay” in granting loans secured by 
stock exchange collateral, which means 
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**It is well for banks to have a keen realization 


of the character of each borrower, for it is upon 
his fortitude and his loyalty that the welfare of 
local banks and of depositors alike have had to 


depend... . 


‘“We must never return to the days of six or 
seven years ago, when the basic standard for a 
loan secured by collateral was merely that of a 
satisfactory margin above the face of the note”’ 


that folks of very restricted earning 
power will not be assisted in their will- 
ingness to take commitments that may 
carry them beyond their depth as 
borrowers. 


MORTGAGE LOANS 


ANXIOUS as everyone is to see a rise 
in the market value of real estate, it 
is inadvisable for the ordinary country 
bank to embark on any very broad pro- 
gram of granting real estate mortgage 
loans for investment of the bank’s own 
funds. Banking legislation pending at 
Washington would set up entirely new 
standards governing mortgage invest- 
ments for member banks in the Federal 
Reserve System. In view of the criti- 
cisms leveled at banks by supervising 
agencies of the Government, to the 
effect that the banking difficulties of the 
depression have been greatly added to 
because of frozen real estate loans, it is 
difficult to reconcile the new proposals 
with the admitted defects in the bank- 
ing policies which grew up under the 
former sound statute governing real 
estate mortgage loans. 

Banking law in this country has in 
the past been principally an attempt to 
fix time-tested banking standards as the 
criterion for our banking practices. 
Sound bank management is largely a 


Rates charged customers in 27 southern and western cities 


question of keeping within all legal re- 
strictions, not as though they operate 
against normal banking methods, but 
because when banks keep within the 
metes and bounds set by banking law 
they are less likely to encounter diffi- 
culty than they would if no such restric- 
tions were on the statute books. Beyond 
question, banks which have adhered re- 
ligiously to the present provision in the 
National Banking Act fixing mortgage 
loans at not above 50 per cent of the fair 
market value of the real estate and 
which have kept before them always 
the moral worth of the applicant have 
had a minimum of grief over their 
mortgages. Nowadays, however, the 
aim of some of our leaders at Washing- 
ton seems to have drifted away from 
this mooring. 

The bill now before Congress proposes 
to raise the maximum to 60 per cent 
and even to 75 per cent in the case 
of a mortgage which is to be amor- 
tized within a 20-year period. 

This may be prudent law-making from 
the standpoint of wishing to head off the 
steady deflation of real estate because of 
the way in which the present lending 
limit works with mortgage loans al- 
ready in hand, but it will certainly 
prove to be very poor banking if more 
than a minimum of the funds of the 
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bank should be put out in new mort- 
gages on the basis now proposed. 

Where the present wise standard has 
been adhered to, banks have not had 
to take over real estate in their own 
right. It is better that current income 
be less than that it should be gained at 
the cost of pliability in the bank’s in- 
vestments. This may be tantamount to 
saying that one should be willing to 
miss the main chance in future profits, 
but, however that may be, bankers have 
seen enough difficulty in the mortgage 
field to keep clear of future entangle- 
ments even though doing so seems to 
lose sight of the profit element. Appli- 
cations for mortgage loans should always 
be received and considered even though 
the 50 per cent maximum will not fully 
meet the borrower’s requirements at the 
moment. Centrally located or residence 
properties may frequently carry a 
second lien secured by judgment note, 
for which fairly prompt repayment is 
agreed upon. 

Generally speaking, it is inadvisable 
for a bank to hold mortgages in any 
amount substantially in excess of its 
capital stock. Present proposals call for 
a total permissible volume up to 60 
per cent of the time and savings de- 
posits, so that liquidity or conservatism 

r “what have you” in your investment 
portfolio, offsetting deposits that may 
be called for in volume at any time, is 
literally thrown to the winds. It would 
be worse than foolish for any banker to 
rely upon rediscount privileges to save 
him with that sort of an investment 
set-up, for the general public would not 
be very long in losing confidence in 
rediscount banking of that description. 

Good mortgages for the country bank 
will be based in the future, as in the past, 
on a value determined by the gross rent 
of any parcel of real estate, capitalized 
on a 10 per cent basis. Banks of deposit 


should not attempt any invasion of the 
building-and-loan field. Even very con- 
servative standards in placing mortgage 
loans by country banks are none too 
good—as we all know—and it goes 
without saying that the regular amor- 
tization feature should apply to such 
loans in excess of 50 per cent of fair 
value, and perhaps also to certain kinds 
of mortgage loans mot in excess of 
such value. 

Experience with farm mortgage loans 
under the supposed safeguards thrown 
around the granting of credit in that 
particular field by Federal law since 
1922 leaves one with grave questionings 
as to the advisability of an unrestrained 
inpouring of real estate credit at this 
time, except as a purely temporary ex- 
pedient. Fearful cons yuences have 
overtaken many of our largest centers 
because of that single policy and it is a 
vain hope that former values can be 
restored by setting it up again. 


THE BOND MARKET 


ANOTHER field to which we must turn 
in considering an investment policy for 
the country bank is the bond market. 


‘Certain guideposts and principles of 


action, which may very well be adhered 
to, are worthy of review. We have seen 
strange developments in the bond 
market, especially bonds supported by 
real estate mortgages. Widespread fear 
is thoroughly justified over the scaling- 
down principle embodied in the Frazier- 
Lemke Farm Mortgage Moratorium 
Act. If such specious laws are to prevail 
and be applied to other evidences of 
indebtedness as advocated by Congress- 
man Lemke, not only will new reefs of 
difficulty beset our entire financial sys- 
tem but the established legal right of 
the creditor against being deprived of 
that which belongs to him, without due 
process of law, will be a thing of the 


past. Some of our representatives at 
Washington apparently fail to see that 
legislation of this sort must result pro- 
gressively in the destruction of all 
property rights, especially those which 
have to do with investments based upon 
the validity of mortgage liens. Impair- 
ment of mortgage rights is inevitably 
tied together with impairment of the 
rights of bank depositors. If America is 
wise, legal inroads of this sort shall not 
be pezmitted because of any presumable 
disadvantage of debtors as a class in 
contrast to the supposed advantage of 
the “creditor class”. 

The question, then, is as to the best 
procedure for the country bank in 
properly observing the bonds it holds, 
in choosing the bonds that are to be 
added to its portfolio, and in keeping all 
of its bonds under proper review. Here 
again the watchword is conservatism 
and the abandonment of a certain lax- 
ness in studying bonds before they are 
bought. In former years in this respect, 
carelessness was characteristic of the 
vast majority of our banking institu- 
tions. It is my considered judgment that, 
over a course of years, banks will profit 
most by adhering to the policy of buy- 
ing only sound, high grade securities for 
permanent investment. 

Use of the word “profit” here refers 
not only to dollars to be realized in the 
first instance, but to the self-assurance 
of the bank in rendering responsible 
service to its local clientele. This is an 
inevitable by-product within every 
country bank, where the members of the 
board of directors can feel that their 
bond list is strong and dependable. In 
time of stress it is an incomparable 
factor of stability. There has been en- 
tirely too much desire to handle the 
bond list on a marketwise basis. The 
temptation to boost the earnings record 
is very easy (CONTINUED ON PAGE 71) 
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The Money for Spring Planting 


ITH Spring planting now under 
\\/ way, country banks are receiv- 
ing loan applications from farm- 
ers who need credit for the production 
of their crops. There is nothing unusual 
in this procedure—it occurs every year 
—but the attitude of the banks toward 
farmers’ applications for loans during 
this and the next few years may have a 
significant bearing on the future of 
country banking. 

For country banks are no longer, as 
they once were, virtually the only finan- 
cial institutions to which farmers can 
turn for production credits. Nearly 600 
production credit associations are oper- 
‘ating this year under supervision of the 
Farm Credit Administration for the 
purpose of making available to farmers 
in all parts of the country ample credits 
for short and intermediate term uses. 
If country banks do not meet the 
legitimate demands of farmers for pro- 
duction credit, these institutions will. 
In many individual cases, at least, 
country banks are squarely face to face 
with the question of whether they shall 
leave the crop and livestock production 
loans to the new production credit as- 
sociations, thus definitely impairing 
their own field of usefulness, or whether 
they shall retain and build up this im- 
portant part of their business. 

Some bankers are inclined to look 
askance at this new system of produc- 
tion credit associations, feeling that it 
has marked competitive advantages 
over the country bank. In particular, 
bankers have called attention to the 
fact that the associations, so far at 
least, have been capitalized mainly by 
the Government and they have raised 
the question whether the associations 
are under the same degree of necessity 
as country banks to earn their operating 
expenses. It is yet too early to judge 
how far these questions may have force 
as applied to the long-run operations of 
the system. Regardless of whether the 
questions are well founded, however, 
the production credit associations have 
been established and the important 
thing for the country banker to decide 
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is how he may best adapt himself to the 
new financial set-up. 

In approaching this question it will 
be helpful if two facts are kept in mind. 
First, the production credit associations 
are not something unexpected which 
has descended suddenly out of a clear 
sky but are merely one step in a chain 
of developments that resulted from 
serious defects in our agricultural 
credit and banking systems. By study- 
ing the reasons for the establishment 
of the associations, country bankers 
may learn how they themselves can 
function most effectively alongside 
these new institutions. Second, it is a 
commercial banking function to finance 
production and upon analysis it will be 
found that the commercial banking 
system supplies most of the funds for 
financing agriculture, even though the 
loans may be made in the first instance 
by the new production credit associa- 
tions. The main question for country 
bankers to decide is whether they 
shall finance agricultural production 
themselves or transfer the job to big 
city banks via the production credit 
associations. 

The immediate reason for the estab- 
lishment of the production credit asso- 
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ciations was the failure during the 
depression of thousands of country 
banks and the reduced lending power 
of many banks that remained open. 
Country banks were able to supply only 
a small part of the credit that was 
needed by farmers, in 1932 and 1933, 
and that farmers could protect with 
ample security. Restricted credit facil- 
ities were hampering the efforts of 
farmers who had a sound basis for 
credit, and by the same token were de- 
stroying the market for products that 
farmers would buy if they could get 
credit. 

In a large number of cases, of course, 
the depression rendered farmers insol- 
vent, so that they no longer could be 
regarded as good borrowing risks. Pro- 
vision was made for such farmers 
through “seed and feed loans”—these 
loans were available to all farmers who 
could not get credit elsewhere—and 
through various forms of relief. But 
these were not the farmers that the 
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production credit associations were in- 
tended to finance. The latter were es- 
tablished to finance farmers who had a 
sound basis for borrowing. 

The production credit associations 
obtain most of their lending funds from 
the Federal intermediate credit banks 
—another system of banks, 12 in num- 
ber, that was established by the Federal 
Government and capitalized from the 
public treasury. These banks were pro- 
vided for in the Agricultural Credits 
Act of 1923, a piece of legislation that 
resulted from the failure of country 
banks and the drastic curtailment of 
bank credit which accompanied the 
depression that began in 1920. 

The Federal intermediate credit banks 
were not authorized to lend directly to 
individual farmers. They were intended 
to be discount banks; the Act specified 
that they could discount agricultural 
paper for banks, trust companies, agri- 
cultural credit corporations, livestock 
loan companies and other like institu- 
tions. Country banks and trust com- 
panies never have made much use of 
the Federal intermediate credit banks, 
as they had other rediscount facilities 
that, in many respects, were more satis- 
factory. Therefore, the success of the 
Federal intermediate credit banks in 
supplying credit to individual farmers 
rested mainly upon the development of 
financial institutions, such as agricul- 
tural credit corporations and livestock 
loan companies, which would make 
direct loans to farmers and rediscount 
these loans at the Federal intermediate 
credit banks. 

No provision was made, however, for 
the capitalization of such institutions, 
it being assumed that private capital 
would suffice for this purpose. Between 


1923 and 1930 a large number of these 
loan companies was established with 
private capital, but there were many 
insolvencies and liquidations, so that 
only a few hundred were in existence 
when the recent depression began. As 
the depression deepened and bank credit 
was curtailed, it was hoped that there 
would be a substantial increase in the 
number of such institutions. But appar- 
ently local capital was not available in 
sufficient amount or could not be in- 
duced to enter the field. 


THE BEGINNINGS 


TO remedy this deficiency the State of 
Arkansas in 1930 appropriated a sizable 
sum of money to be used in making 
loans to persons who wished to capital- 
ize local companies that could redis- 
count farmers’ loans at the Federal 
intermediate credit bank. In 1931 
slightly more than $1,000,000 of a 
Federal appropriation for farm relief 
was used for the same purpose. Aided 
by these public moneys a considerable 
number of agricultural credit corpora- 
tions and livestock loan companies was 
established. But still agricultural credit 
facilities were inadequate. Provision for 
a nation-wide network of production 
credit associations was thus a logical 
step in a long chain of developments 
intended to provide farmers with ade- 
quate credit through the Federal inter- 
mediate credit banks. 

There have been additional reasons 
for the establishment of the Federal 
intermediate credit system and the re- 
cent establishment of a feeder network 
of production credit associations, such 
as the desire to lower interest rates and 
to get a better adjustment between note 
maturities and dates convenient for 
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MANY COUNTRY BANKS ADVERTISE 


Mr. Garlock says that “‘whenever country bankers are able 
and willing to meet the legitimate production credit require- 
ments of farmers, it is not likely that they will lose much 
business to the production credit associations. The country 
bank offers a wider range of service than the production credit 
association; it is usually located more conveniently to the 
farmer: and farmers enjoy meeting in the bank lobby.”’ 


farmers to pay. But these are of far less 
importance than the urgent demand for 
more adequate credit facilities that ap- 
peared after the recession of 1920-21 
and particularly during the recent de- 
pression. Putting it bluntly, it was the 
failure of country banks to supply ade- 
quate credit during periods of depres- 
sion which is mainly responsible for 
this Federal production credit system. 
Whether the failure of country banks 
was due to poor management, to a 
faulty banking structure or to condi- 
tions beyond control of bankers, are 
questions beside the point in explaining 
why there is a new production credit 
system. The failure occurred and a new 
system has been evolving for more than 
a decade in the belief that it will func- 
tion more dependably than country 
banks. 

Such considerations are not beside 
the point, however, with regard to the 
future of country banking. The obvious 
policy that should be adopted by coun- 
try bankers who wish to safeguard their 
futures is to meet now all credit require- 
ments of local farmers that may safely 
be met by institutions having the obli- 
gations of a commercial bank. Loans 
to produce staple crops, if made on a 
conservative basis, are both sound and 
liquid; and the bank which refuses 
farmers who apply for such loans is 
further demonstrating the need for in- 
stitutions that will meet the legitimate 
requirements of farmers. 

A second policy that should be ac- 
cepted as a distinct responsibility by 
every banker who survived the depres- 
sion is a careful study of the reasons for 
bank failures and for drastic curtail- 
ment of credit by open banks during 
periods of depression. Unless a means 
can be found for avoiding the break- 
down and paralysis of country banking 
that occurs whenever adverse economic 
conditions develop, it will be difficult to 
justify continuation of the type of coun- 
try banking that we have known in the 
past. The many country banks that 
remained solvent and rendered excellent 
service to their communities throughout 
the depression indicate that such break- 
downs need not occur. 

The production credit associations 
should serve as a valuable supplement 
to and ally of the country bank. They 
are designed to handle some maturities 
that bankers may consider too long for 
their purpose, and, in case deposits de- 
cline, they should be able to finance 
farmers that the banks are no longer 
able to finance, or to refinance loans 
that the banks may need to liquidate. 
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A Search for 


Recovery’s Credit Formula 


The Trend of Banking Change in America 


XACTLY how far the bankers of 
E the United States, even with a 
friendly Congress, can control 
their own legislative destiny and ex- 
actly how far they are subject to un- 
controllable economic and social forces 
is one of those questions which prob- 
ably will never be solved to the satisfac- 
tion of an investigator. One has only to 
compare prospective legislation now 
pending in Washington with that of 
even two years ago, however, to note a 
change which certainly is due more to 
social forces than conscious intent. 
The rise of government banking, 
which has characterized this change, is 
a phenomenon for which banking and 
government are responsible only in so 
far as each has consciously modified its 
course to meet changing economic and 
financial conditions. Neither has been 
responsible for the more striking devel- 
opments in the banking and credit situ- 
ation in the past two years. Neither can 
be justly charged with responsibility for 
the present static situation of the Fed- 
eral Reserve System, for overloading 
banks with unemployed funds, or for 
the jam existing in nearly every line of 
credit except Government borrowing. 
Nevertheless these facts have brought 
changes in banking prospects and oper- 


ating conditions which have already re- 
sulted in marked modification of prac- 
tice and which forecast greater changes 
in the immediate future. New legisla- 
tion may be expected to embody in law 
what has already taken place or is more 
or less inevitable. The law will follow 
rather than lead. 

Perhaps there is no better illustration 
of this principle than the present trend 
toward the recognition of the social im- 
plications of banking as a public serv- 
ice, almost a public utility. Eighteen 
months ago there was much talk in the 
public press and especially in the utter- 
ances of Federal banking authorities 
about the duty of the banker toward 
the public. This went even so far as to 
say that the banker of the future must 
expect little return from his business, 
that the chief reward of his career was 
to be a sense of public duty well per- 
formed, and that the interests of bank- 
ing must be subordinated to public in- 
terests. 

That extreme view was not accepted 
by either the banks or the general pub- 
lic, but it contained a modicum of truth 
which will certainly be given legislative 
recognition. It has become more and 
more evident in recent years that, while 
the public demands greater safety for 


This movement toward centralized control of currency 
and credit can easily become too “‘liberal’’, especially at a 
time of financial strain when theories of inflation and cur- 
rency depreciation and devaluation are being pressed and 
the possibility arises that such a concentration of control 
may be used to further such theories. The task of bankers 
is to guide and limit that trend to a workable, safe system 
of currency and credit supply and control which will serve 
the needs of the country without subjecting the banks to 
dangerous and subversive methods of operation. 
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depositors in bank operations, even that 
prime consideration in banking must be 
accompanied by, if not subordinated to, 
such broader considerations as the sup- 
ply and control of credit and the supply 
and management of currency. 

Banking in the United States, and in- 
deed in other countries, has reached a 
turning point in its career towards 
which it has been consciously or uncon- 
sciously tending for a long time. It 
would be unfair to say that the present 
system, especially in the operations of 
the Federal Reserve banks, has broken 
down or that it is altogether insufficient 
for the nation’s needs. The present fro- 
zen state of Federal Reserve credit on 
the one hand and the tremendous 
amount of unused credit in commercial 
banks on the other, however, indicate 
weaknesses in the present national 
credit organization, and these weak- 
nesses are emphasized by the tremen- 
dous part the Federal Government has 
taken in active banking business. 

Bankers themselves have perceived 
and accepted a new trend in so far as 
they have been compelled or have 
elected to use the credit the Govern- 
ment has offered them or have cooper- 
ated with the Government in its credit 
operations. Political leaders and a con- 
siderable part of the general public have 
anticipated the trend by demanding 
more stable credit and price conditions, 
perhaps to the degree of asking for the 
impossible. 

It would be unreasonable to expect 
after the experience of the past decade 
or so, in which the public has felt the 
effects of a tremendous inflation and 
consequent depression, that there would 
be no public reaction in a demand for 
better control of credit and the mone- 
tary system upon which that credit is 
based. Nor could it be reasonably 
expected that the public, subject to 
such vicissitudes of fortune, would be 
satisfied with a control of monetary cir- 
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culation between the limits of from five 
to six billion dollars so long as bank de- 
posits have established an effective but 
practically uncontrolled volume of bank 
credit money ranging from a high of 
around 60 to a low of around 40 billion 
dollars, rising and falling in volume, po- 
tentially at least, according to credit 
policies followed by the banks. 
Demand for credit control, with mon- 
etary control an incident of the larger 
issue, has arisen, rather, more because 
of the effect of credit volume upon 
prices and general living conditions 
than because of demand for credit for 
the use of business. The latter, however, 
also has its part in the picture. The tem- 
porary breakdown of the banking sys- 
tem early in 1933 demonstrated the 
weakness of a system which permitted 
each bank to carry on all types of bank- 
ing business simultaneously. Banks 
themselves perceived the weakness of 
the system, although comparatively few 
of them did anything to correct it. Leg- 
islation to separate commercial banking 
from investment banking, to mark a dis- 
tinction between savings and commer- 
cial banking and to limit the use of 
credit in speculation came as a natural 
consequence, though it came late. 


CREDIT AVAILABILITY 


IN MAKING these distinctions and es- 
tablishing these limitations, however, it 
was found that several large holes were 
left in the credit structure. If commer- 
cial banks, both from inclination based 
upon experience and from limitations 
established by law, were unable to make 
intermediate credit loans, whence was 
intermediate credit to come? Or, if com- 
mercial banks were no longer permitted 
to carry on an investment banking busi- 
ness and the general investor were loath 
to buy new security issues for the serv- 
ice of commerce and industry, whence 
may come funds for long time business 
purposes? The urgency of such ques- 
tions has been emphasized by the re- 
sults of attempts to prevent uncon- 
trolled speculation and the flotation of 
doubtful securities, but the fundamental 
need of such credit as part of a perma- 
nent credit system remains. 

The old system of financing long term 
needs by short term methods has been 
found both inadequate and dangerous. 
No new and better system has as yet 
been evolved. 

Especially, there has been no method 
evolved by which the general pool of 
credit in the country can be drawn upon 
for any or all of the needs of business as 
they may arise. At best, the present 
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credit system is one-sided and incom- 
plete. 

It is for these reasons that there has 
arisen a demand for a system of credit 
and its control which will answer for all 
the varied needs of business and enable 
the latter to draw upon the immense 
pool of uninvested, unemployed wealth 
of the country. 

Banking is no longer to be allowed to 
function merely as a trustee for deposi- 
tors for the mutual benefit of banks and 
their patrons. It is to be used as a means 
of advancing public interest, a servant 
and at times a stimulant of business, 
and always an ally if not an instrumen- 
tality of the Government. The only 
question seems to be as to how far this 
joint service of banking and govern- 
ment is to go. There is no longer any 
question as to closer relations between 
banking and government. Nor is there 
the least doubt that both the monetary 
and credit systems of the country are to 
rest upon the idea of management. The 
currency is already a managed currency 
in the sense that it is no longer convert- 
ible into gold except in a very limited 
sense for the settlement of international 
balances. It is an inconvertible paper 
currency resting ultimately upon the 
good faith of the Government and rep- 
resented only in part by the commercial 
collateral heretofore regarded as the 
essential support and automatic control 
of the volume outstanding. Having such 
a basis and having a relation to all credit 
outstanding rather than any particular 
form of credit, it is but reasonable, in 
the opinion of the proponents of the new 
legislation, that all types of credit col- 
lateral should be acceptable as its basis. 

The only question on this point is as 
to exactly where the line must be drawn. 
Nor can it be denied that if the credit 
and currency are to be subject to “con- 
scious management” it is only the part 
of common sense to give the managers 
of the new system a wide latitude and 
ample power to make that management 
as effective as possible. Either the bank- 
ing credit system must operate more or 
less automatically, as has been the 
theory behind the Federal Reserve Sys- 
tem so far, or there must be manage- 
ment; and the latter is possible only by 
such concentration of power as will 
make that management effective. 

Whether wise or not, the trend un- 
doubtedly has been in the direction of 
centralized management of banks, cur- 
rency and credit not only in the United 
States but in all great trading nations. 
Since September 1931, Great Britain 
has operated on the basis of a currency 
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so closely managed that its price level 
has remained the most stable of all 
among important nations. Theoretically 
the Bank of England is independent of 
the British Government and the com- 
mercial banks in Great Britain are in- 
dependent of the Bank, but in practical 
operation the Bank has been, perforce 
perhaps, the servant of the British 
Treasury and the commercial banks 
have been the close allies of the Bank of 
England. A similar situation exists in 
the Netherlands and Belgium. 

The Bank of France has remained 
comparatively independent of the gov- 
ernment at Paris, only to be forced by 
recent developments and the economic 
situation of the country to adopt the 
policies of the government. In Italy the 
central bank has been rendered com- 
pletely subservient to the government. 
In Germany the concentration of power 
has been rather in the Bank than the 
government, but that concentration has 
been by consent of the government and 
is absolute. At Tokio the government 
controls currency and credit absolutely 
through the Bank of Japan. In practi- 
cally all countries there is a close union 
between banking and government. 

American gold stocks no longer enter 
into our banking, currency and credit 
situation. There is no longer any auto- 
matic check on either currency or credit 
in this country. The situation demands 
management and management demands 
concentration of control. This is the line 
of reasoning which is governing prospec- 
tive legislation by Congress. It is based 
upon a situation already well developed, 
whether or not banks and the country 
generally have realized it. 

GrorcE E. ANDERSON 
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‘NEITHER banking nor government 
can be justly charged with responsibility 
for the present static situation of the 
Federal Reserve System, for overloading 
banks with unemployed funds or for 
the jam existing in nearly every line of 
credit except Government borrowing. 
Nevertheless, these facts have brought 
changes in banking prospects and oper- 
ating conditions which have already 
resulted in marked modification of 
practice and which forecast greater 
changes in the future. New legislation 
may be expected to embody in law what 
has already taken place or is more or less 
inevitable. The law will follow rather 
than lead.”’ Left, Senator Fletcher being 


interviewed by reporters 
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Recovery’s Credit Formula 


transformation since the money- 
dealers of Venice, picking up 
where the exchange brokers of the 13th 
century left off, accepted deposits from 
the public. But perhaps no similar 
period of banking history has been 
marked by more drastic changes than 
that since 1933. The concept of com- 
mercial banking has altered materially 
in the space of two years in several 
major countries through a departure 
from long-established practices. 
Although it should be obvious that no 
national banking system has been shel- 
tered entirely from the economic bliz- 
zard which commenced to sweep the 
world in 1929, the troubles of banks in 
the United States have captured public 
attention, like other American develop- 
ments of recent years, and have ob- 
scured serious difficulties elsewhere. 
Apart from banking moratoria, banking 
holidays, deposit withdrawal restric- 
tions and extensive assistance by central 
banks from Central Europe to Latin 
America, government financial support 
was afforded over a wide field. In 
Austria, where, it might be recalled, the 
first serious European banking strain 
was manifested in 1931, the govern- 
ment exchanged its bonds for nearly 
600,000,000 schillings of finance bills 
discounted by the central bank for the 
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B*: KING has undergone a great 


Overseas Parallel 


Creditanstalt; it provided the latter 
with large funds to meet its losses and 
to restore its capital structure (eventu- 
ally becoming a part owner of this 
institution), and it participated in the 
rehabilitation of other banks. 

State assistance to distressed German 
banks culminated early last year in the 
Reich’s ownership of over two-thirds of 
the capital stock of all but one of the 
important institutions. In Italy organ- 
izations similar to the Reconstruction 
Finance Corporation were formed and 
subsidized by the government to assume 
the burden of frozen assets of commer- 
cial banks. Large advances of Swiss 
treasury funds were made to provide for 
bank losses, to carry frozen assets and 
to recapitalize a major bank. The 
Kreuger debacle weighed so heavily 
upon one of the largest Swedish banks 
that the government found it necessary 
to place about 215,000,000 kroner at 
its disposal. The French Government 
rescued two important institutions by 
advances of more than three billion 
francs, while a number of small banks 
failed; and the loss of 2,400,000,000 
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francs by the Bank of France on its 
sterling balances through the suspension 
of the gold standard by Great Britain 
was covered by a treasury bond in 
favor of the central bank. 

Part of the Netherland Bank’s loss on 
its sterling balances was assumed by the 
Dutch Government with provision, 
however, for repayment. In Belgium a 
“National Industrial Credit Company” 
was authorized by the government to 
relieve the banks of frozen credits 
amounting to 2,000,000,000 francs -in 
exchange for its bonds, guaranteed by 
the government. The Norwegian finan- 
cial system showed greater resistance to 
the disintegrating forces of 1931 and 
1932 than to those of the first post-war 
depression, but there were two impor- 
tant banks that were able to continue 
operations, after a three-month morato- 
rium, only with the energetic interven- 
tion of the central bank, while the latter 
institution and the government were 
called upon for substantial aid to the 
savings banks. State relief of various 
types was afforded also in Rumania, 
Poland and Estonia. 

At first thought it might generally be 
assumed that bad bank management 
underlay the troublous period just 
described, but there is a vast background 
incidental to a full understanding of 
this unfortunate situation. 
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As may be well known, deposit bank- 
ing over a large area of Europe was asso- 
ciated with industrial banking. Thus, 
public. deposits were frequently turned 
into long term industrial loans or into 
the capital of industrial concerns 
through the organization of new com- 
panies or the reorganization of old, 
either directly by the deposit banks or 
indirectly by industrial banks (in some 
cases, subsidiaries of deposit banks) 
operating expressly for the purpose of 
capitalizing business. For example, a 
Belgian institution, with fully a cen- 
tury’s experience in deposit-industrial 
banking, has been partly instrumental 
in large undertakings such as the 
development of the important metal 
mines in the Belgian Congo. 

Most German banks had engaged in 
industrial finance for many years, some 
of course being more prominent in it 
than others. As that eminent German 
research organization, the Institut fiir 
Konjunkturforschung, pointed out in 
its weekly report of December 19: 
“In Germany the banks had taken over 
the function of financing, and it is 
understandable that they acquired an 
almost patriarchal super-ordinate rela- 
tion over large sections of industry.” 
This process was usually more success- 
ful in the pre-war era of gradually 
changing economic conditions than in 
the last two decades of stress, for in the 
former period of relative stability the 
efflux of deposits could be reasonably 
well balanced with the influx. 
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BANKING CHANGE IN ITALY 


‘*‘Within the past year or so the authori- 
ties of several European countries have... 
proposed or decreed sweeping changes in 
banking practice. One of the most definite 
pronouncements on the new order of bank- 
ing (in Europe) has come from a large 
Italian institution, as follows: ‘We were 
...an institution of a mixed or indeter- 
minate type which, in addition to its ordi- 
nary banking business, also provided indus- 
try with working capital and with fixed 
capital for plant, machinery, etc. This class 
of finance has ceased to be part of our 


business.’ 


‘The latter statement is typical of the 
new policy of Italian commercial banking 


as a whole.”’ 


INTERNATIONAL 


The Great War had among its conse- 
quences a revolution in the investment 
field. Not only was there a destruction of 
capital resources, but those that were 
salvaged came into the possession of a 
greater section of the populace. Instead 
of wealth concentrated in a compara- 
tively small circle where, as a result of 
long experience and expert knowledge, 
capital was available on a discriminat- 
ing and diversified basis, it was redis- 
tributed so as to form a large group of 
little capitalists who, unversed in 
investments, turned to the banks with 
their funds. This notable change coin- 
cided with a growing participation of 
Europe, notably in Germany, in indus- 
trial capitalization as a result partly of 
illiquid advances which were an after- 
math of the War, partly from the merg- 
ing of business into larger units, and 
partly because of the development of 
central banking to the point where it 
left off commercial banking to regain 
the profit lost through the cancellation 
of its note issue privileges. 

Thus the commercial banks found 
themselves, on one side, the principal 
custodians of public savings which for- 
merly flowed directly into investment 
channels, and, on the other side, cast in 
a more important réle on the stage of 
industrial finance. The demands upon 
these institutions, coupled with haste to 
overcome the wrenching dislocations of 
the war, led them to seek new capital 
from foreign sources, with response and 
effects that are familiar to everyone who 


has followed the course of events since 
that fateful panic of 1931. 

An example of this shifting of foreign 
funds into European industry—one that 
had a clear-cut purpose, as distinguished 
from the drawing of short term foreign 
money to Europe without full under- 
standing that it was to be exchanged for 
long term assets—was afforded by the 
borrowing in New York of $255,000,000 
by the Deutsche Bank in 1927 to pro- 
vide small German industries with in- 
termediate credit. Moreover, foreign 
funds accounted for about one-third of 
the total outstanding loans of German 
banks in 1929, while fully 20 per cent of 
the assets of Hungarian and Austrian 
banks was derived from money furnished 
by foreign sources. 

Before we proceed to the next devel- 
opments in this momentous situation it 
should be noted that it was always in- 
tended that some long term loans to in- 
dustry should be converted into public 
share or bond holdings, when of course 
the public investment market was suffi- 
ciently broad to absorb such issues. The 
depression interfered with this plan 
for the funding of non-self-liquidating 
advances. 

Liquidation pressure by depositors, 
domestic as well as foreign, upon a 
banking structure with a quite rigid 
section of assets precipitated the bank- 
ing moratoria and necessitated the 
large-scale state aid briefly described 
above. 

Within the past year or so the author- 


BANKING 


“ee @ 
4 


BANKING CHANGE IN GERMANY 


“A bank reform law became effective on 
January 1 which alters materially the 
German banking system. Wide powers of 
control are conferred upon a ‘bank super- 
vision office’ which can lay down the 
principles of management and, so it is 
claimed by an _ outstanding authority, 
subordinate the whole banking organi- 
zation to a national investment market 
policy that will broaden the capital market 
and, in particular, facilitate the consolida- 
tion of ‘employment creation’ bills issued 
under the Reich’s program of economic 


reconstruction. 


The commercial banks 


were also brought into closer contact with 
the Reichsbank so that the latter may be 
more influential in the credit sphere.” 


ities of several European countries have 
surveyed the damage that bank-indus- 
trial finance and economic depression 
have caused to their banking systems 
and to government finance and, not- 
withstanding housecleaning and other 
corrective measures undertaken by the 
banks themselves, have proposed or 
decreed sweeping changes in banking 
practice. One of the most definite pro- 
nouncements on the new order of bank- 
ing has come from a large Italian insti- 
tution, as follows: “‘We were .. . an 
institution of a mixed or intermediate 
type which, in addition to its ordinary 
banking business, also provided indus- 
try both with working capital and with 
fixed capital for plant, machinery, etc. 
This class of finance has ceased to be 
part of our business.”’ The latter state- 
ment is typical of the new policy of 
Italian commercial banking as a whole. 

Early in 1934 a revised Swedish bank 
act was brought into force. The new law 
is most stringent. The directorate of a 
bank is held entirely responsible for 
certain credit transactions. No credit 
may be granted unless fully secured, and 
loans against stocks, it should be noted, 
are permitted only on a comparatively 
small scale. Advances on the shares of 
security brokerage and issuing houses 
are forbidden, as also are loans to 
concerns with which directors or officials 
of banks are closely identified, except 
against high grade bonds or other gilt- 
edge security such as prime commercial 
paper. The banks’ former power to 
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acquire corporation shares was re- 
scinded. 

Some months ago the Belgian Gov- 
ernment decreed that the banks should 
segregate their commercial transactions 
from those of an industrial financial 
character, coupled with a prohibition of 
the holding of industrial shares, thus 
preventing, it is believed, further par- 
ticipation in the formation and control 
of industrial companies. Switzerland 
has had steps under consideration, 
similar to the Belgian law, to relieve the 
banks of frozen credits and to exercise 
control over banking by establishing a 
fixed relation between bank capital and 
loans, although definite measures so far 
designed are mainly for the safeguard- 
ing of depositors by stricter reserve 
requirements and independent audits, 
through which unsound credit transac- 
tions might be more quickly detected. 
One of the three important French 
“banque d’affaires”’ (investment banks) 
has had to be thoroughly reorganized, 
while the two others are now, signifi- 
cantly enough, devoting themselves to 
commercial banking. 

Following an exhaustive enquiry by a 
commission headed by the president of 
the Reichsbank, a bank reform law be- 
came effective on January 1 which alters 
materially the German banking system. 
Wide powers of control are conferred 
upon a “bank supervision office” which 
can lay down the principles of manage- 
ment and, so it is claimed by an out- 
standing authority, subordinate the 


whole banking organization toa national 
investment market policy that will 
broaden the capital market and, in par- 
ticular, facilitate the consolidation of 
“employment creation” bills issued 
under the Reich’s program of eco- 
nomic reconstruction. The commercial 
banks are also brought into closer con- 
tact with the Reichsbank so that the 
latter may be more influential in the 
credit sphere. But drastic rules are pre- 
scribed for the commercial banks in 
their crediting activities, with provisions 
that no single advance shall exceed a 
certain percentage of the lender’s capi- 
tal, that a certain proportion of liabil- 
ities shall consist of short term trade 
bills and, most important of all, that 
holdings of company shares and un- 
quoted bonds and investments in real 
estate are to be greatly restricted, al- 
though apparently this latter clause is 
to be operative in the future, for the 
banks are permitted to maintain their 
permanent participations in industrial 
capitalization. 

This overhauling and repair of the 
most important of European banking 
machinery has for its object the im- 
provement of bank liquidity, for ob- 
viously the motive is to discourage, 
even prohibit, the flow of public deposits 
into bank assets that cannot be readily 
realized upon, and, in turn, to anchor 
them to the traditional form of com- 
mercial banking, based upon transac- 
tions of the self-liquidating and rapidly 
revolving type. 
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Left, Secretary Roper, the Cabinet’s leading exponent of the 

‘profit system”’, and, right, Secretary Wallace, who told the 

National Educational Association that capitalism may be 
*‘at the end of the road”’ 


Protests against the utility holding 
companies bill are reaching Sena- 
tors in great numbers. Above, 
Senator Bennett Champ Clark of 
Missouri examines a few 


The Month 


The Federal Treasury established a new 
low interest rate on regular financing 
with its offer of two issues aggregating 
$2,378,000,000 at 27% for 20-year bonds 
and 15 for 5-year notes. Both issues 
were for refinancing purposes. Below, 
the well known southern end of Man- 
hattan Island, New York 


F.D.1I.C. Chairman Crowley, at a hearing on the banking bill, 
tells the House Committee that “fall banks, large and small, 
should be required to support the insurance system”’ 
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The Condition of BUSINESS 


HE conflicting testimony of current business statistics 
<r an important cause of uncertainty and should be 

taken into account in any appraisal of the outlook. 
What business information can one believe? This question is 
puzzling business men and bankers—and for that matter the 
public generally—at the present time perhaps as seldom 
before. 

There is no intention to suggest here that certain statistics 
are reliable and certain others are not; nor even to imply that 
some are distorted or deliberately misinterpreted. The diffi- 
culty is not to be found to any important extent in this direc- 
tion. It is to be found, rather, in the circumstance that while 
some thoroughly authentic current figures give a definitely 
optimistic picture of current conditions, other figures, equally 
reliable as to their sources, suggest precisely the contrary. 


Take a typical contrast of this sort. On 
March 2 the press of the country carried 
dispatches from Washington showing that 
industrial production in January had reached 90 per cent of 
“normal”, normal in this case representing theaverage of the 
period 1923-25. Yet the same day’s newspapers carried in 
another column the information that the number of unem- 
ployed at almost the same time (in December, to be exact) 
stood at 10,830,000 and that 20,277,000 persons were on 
relief. 

On their face these two reports would seem to be com- 
pletely contradictory. Yet, if they are studied closely it is 
by no means impossible to reconcile the two. 

Take, first, the industrial production figures. After all, 
these are not, and have never been represented to be, a com- 
plete measure of the nation’s general well being. They are a 
measure of physical production—no more and no less. And 
any index which rests largely on manufacturing production is 
certain today to be a little misleading. We know, of course, 
that the heavy industries, such as building, have not shared 
proportionately in the recovery thus far, and the heavy 
industries are generally accepted as the largest indirect 
employers of labor. 


A TYPICAL 
EXAMPLE 


But there are other factors to consider, as 
well. It is evident, for example, from the 
recently published Henderson report on the 
automobile industry that one of the results of the de- 
pression has been to make this, the largest single industry 
in the country, substantially less dependent on man-power 
than it was five years ago. Moreover, it is axiomatic that 
when a country is recovering from a depression it is the more 
efficient plants that first reopen their doors—that is, the 
plants which can produce the largest number of units with a 
given number of employees. Socially, this may seem to be 
an unpleasant reality, but economically it has long been an 
accepted truism. 

Business tapered off somewhat between the last week of 
January and the middle of March, but the decline has been 
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A SLIGHT 
DECLINE 


very slight. It should be remembered, however, that this 
was by no means entirely unexpected, since we witnessed 
a sensational rise between November and mid-January—a 
rise which carried the index from 48 to 63, an advance of 
over 30 per cent. Meanwhile, the last month has not been 
without its favorable developments; and this applies particu- 
larly to the field of banking, which saw two distinctly encour- 
aging things take place. One of these was an upturn in 
commercial loans, which carried without interruption 
through the four-week period February 6-March 6; the 
other was the appearance in the capital market of several 
large companies with big pieces of financing. 

The decline in the weekly figures of commercial loans by 
all reporting member banks terminated, for the time being at 
least, with the first week in February, at $3,136,000,000. 
Between then and the end of the first week of March they 
had risen by the substantial amount of $68,000,000. The 
chief changes were in New York, Boston, and Chicago, 
whose portfolios increased $40,000,000, $18,000,000 and 
$13,000,000, respectively. 

What, there is good reason to believe, was the breaking 
of the log jam in capital financing occurred during the first 
week in March, when it was announced that Swift & Co. had 
applied for the registration of an issue of $43,000,000 334 
per cent obligations. Not only did this represent the lowest 
interest bond offering in 33 years for an industrial corpora- 
tion, but it represented the largest issue to be registered with 
the S.E.C. since the latter set up business, and the first 
since the new and simplified registration form was introduced. 


To say that this offering—which, it is reliably 
reported, is to be followed by several other 
large pieces of industrial financing—means, 
in itself, the revival of the capital industries would be 
an exaggeration, for the offering does not raise any new 
capital. What the episode does imply beyond any question, 
however, is that the registration terms of the S.E.C. 
are no longer generally regarded as a deterrent to capital 
financing. This,'in turn, means that one of the major 
obstructions to new capital financing has at last been defi- 
nitely removed. 

Notwithstanding the favorable implications of these and 
other recent developments, the answer to the confusion of 
business and financial sentiment will probably be found in 
the confusion of current business and financial statistics. 
For example, there is a somewhat misleading—though 
quite unintentionally so—element in the Reserve production 
figures. That is the fact that they are “adjusted for seasonal 
considerations’’. The truth of the matter is that the seasonal 
factor has been to a considerable extent either distorted and 
even obliterated during the process of recovery, and the 
period covered by the Reserve figures is typical in this re- 
spect. The seasonal rise last Fall that should have put in an 
appearance in September did not arrive until a month or six 
weeks later. On the other hand, the Spring advance of 1935 
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came considerably earlier than usual, due chiefly to the rush 
on the part of automobile makers to replenish the stocks of 
dealers in anticipation of a good 1935. These two factors 
made for an artificial bulge in January production, and that 
bulge was accentuated when the figure was seasonally 
“weighted” by the Reserve Board. 


If, however, the industrial production figures 
unintentionally presented an unduly enthusi- 
astic picture of the situation, then it probably 
can be said with equal truth that the relief figures are quite 
as unduly pessimistic as an index of the general extent of 
recovery. 

If we turn back to January, 1934, we find that the number 
of persons on relief at that time was 11,104,000. Yet in 
January of this year the figure was placed officially at 20,- 
000,000, and by March the preliminary official estimate had 
risen to 22,375,000. Now 22,375,000 is slightly more than 
twice 11,104,000; yet, does anyone suppose that business 
was twice as bad in March, 1935, as it was in January, 1934? 

Hardly. No one can speak with real authority, of course, 
as to the precise significance of this expansion in the relief 
rolls. Yet there is no doubt that there have been at least 
three contributing causes, quite apart from the rate of 
business activity. In the first place, undoubtedly with the 
passing of each month, many out-of-work persons who have 
been living on their savings have run out of funds, and have 
thus had to apply for relief. In the second place, the drift 
has been steadily away from local relief and in the direction 
of Federal relief, and this has been a temptation on the part 
of many to place themselves on the rolls who otherwise might 
have hesitated to do so. 

Early in the depression all relief was local in character. 
Gradually, however, as local funds have dried up, the tend- 
ency has been to shift the burden more and more to the 
Government at Washington. As between 1933 and 1934 
alone, for example, the proportion of relief funds advanced 
by the Federal Government increased from 60.6 per cent 
of the total to 72.3 per cent, while the proportion of munici- 
pal contributions (as distinct from the Federal and state) 
had fallen from 25.1 to 15.1 per cent. It is no secret that 
whereas citizens are extremely reluctant to accept local 
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‘*Here is a second conspicu- 
ous source of confusion to the 
business man and the banker: 
He is not merely at a loss to 
know just how to interpret the 
statistics that he reads in his 
daily newspaper, but he finds 
the reports of first-hand ob- 
servers quite as _ conflicting. 
The answer is to be found, of 
course, in the circumstance 
that the recovery has _ been 

exceedingly ‘spotty’.” 


“charity” they are likely to be much less hesitant in accept- 
ing Government checks. 

Finally, there is the fact that relief no longer carries the 
stigma that was associated with it early in the depression. 
For generations this country has been regarded as preemi- 
nently “the land of opportunity”. Except for brief intervals 
in our history it has been literally true that no one needed to 
be without work who really wanted a job. Since 1930, of 
course, that has not been the case; yet so strongly has this 
tradition been ingrained in our people that men for a long 
time refused, except in cases of extreme privation, to avail 
themselves of financial aid. There is no question that in the 
past five years this attitude has, for better or for worse, been 
undergoing a steady change, and that people who a short 
time back would starve before seeking assistance now feel, 
and with justice, that they are entitled at least to subsistence 
and the minimum comforts of life, at the hands of the 
Government. 


The question of what business information 
can one believe, can, as a matter of fact, 
be considerably broadened. It might well 
be expanded to the query: “ What evidence of any kind can 
you believe on the business situation?” 

For example, a New York newspaper sends an advertising 
man to Detroit to look over the automobile advertising situa- 
tion, and when he comes back he is asked about business in 
that area. His reply is that business is ‘ booming”’. Or he may 
be sent farther west, into the cash crop areas, and come back 
with the report that ‘‘out there you never hear of the de- 
pression.”’ This is puzzling to his New York office; but it is no 
more puzzling, perhaps, than it is for a midwesterner or a 
person from the automobile center to go to New York and 
find the financial district wrapped in deep gloom. 

Here, then, is a second conspicuous source of confusion to 
the business man and the banker: He is not merely at a loss to 
know just how to interpret the statistics that he reads in his 
daily newspaper, but he finds the reports of first-hand ob- 
servers quite as conflicting. The answer is to be found, of 
course, in the circumstance that the recovery has been 
exceedingly “spotty”. Generally speaking, its chief bene- 
ficiaries have been certain of the larger industries—con- 
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spicuously the motor car industry—and retail trade. Geo- 
graphically, the rural areas have made the best gains, while 
at the very end of the line, the “forgotten area”, stands Wall 
Street. 

Between 1930 and 1933 the number of motor car regis- 
trations in the United States declined by about 2,500,000, 
the result being that a big potential demand for new cars was 
steadily being built up by the simple process of obsolescence. 
The year 1934 saw this downward trend reversed for the first 
time when the motor car makers of the country turned out 
2,045,000 vehicles, an increase of 500,000 over 1933. There is 
no question that 1935 will see the record of 1934 eclipsed by 
a wide margin. Preliminary estimates for the first quarter 
place output of new cars and trucks at 1,000,000 units, and 
for the twelve months the accepted estimate is 3,000,000, 
or almost 1,000,000 more than the output of 1934. 


The motor industry not only is furnishing 
us the biggest lever in recovery at the 
present time, but statistics of the distribu- 
tion of cars suggest clearly the distribution of such pros- 
perity as we have recently enjoyed. During 1934, according 
to “Automotive Industries”, the big gains in automobile 
registrations took place in the Mississippi Valley and the 
South, due to a combination of higher prices for crops and 
Government subsidies. Figures prepared by R. L. Polk & 
Co. carry this analysis further. Gains in small town registra- 
tions in 1934, they show, were twice as great as those of 
large towns. (The dividing line between the small town and 
the large is “pop. 10,000.’’) Small town registrations in- 
creased by 38 per cent in 1934 while large town registrations 
were increasing by only 18 per cent. Moreover, to emphasize 
the fact that this was a contrast between rural purchasing 
power, on the one hand, and urban, on the other hand, it is 
pointed out that the poorest showing of small towns was made 
by those in the Northeast, where industry is more important 
than agriculture. 

The figures on department store sales are another good 
indicator of this distribution of new-found purchasing power. 
The latest figures available, for example, those covering the 
month of February, show that sales in the Boston Reserve 
district were unchanged from a year ago, and that in New 
York and Philadelphia they increased only 1 per cent. 
Richmond, on the other hand, showed a rise of 8 per cent, 
Atlanta 7 per cent, Kansas City 10 per cent, Dallas 7 per 
cent, and San Francisco 10 per cent. 


PURCHASING 
POWER 


Turning to the other extreme of the pic- 
ture, it is not wholly surprising to find 
Wall Street glum. Although the depres- 
sion is popularly associated with this district, it should be 
remembered that even when stocks were tumbling right and 
left in 1929 and 1930 the commission houses in lower Man- 
hattan were doing a land office business. For of course vol- 
ume of trade is what counts with them, and volume was 
exceptionally heavy in the early years of the depression. 

Today public interest in stocks is at the lowest ebb 
touched since before the ‘‘Coolidge market” began, back 
in 1924. Moreover, it must be borne in mind that not only 
has the Wall Street “plant” expanded to about twice its 
size of a decade ago, but that many brokers are trying to eke 
out an existence, in days of half a million shares or thereabout, 
on exchange memberships in which they invested large sums. 
They are, in other words, in much the same position that the 
wheat farmers found themselves who speculated in land in 
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1919 and 1920 when wheat was selling at high prices and then 
saw the price of grain break to less than half the figure on 
which their investment was predicated. Between the end of 
1933 and the end of 1934, it has been estimated, employ- 
ment in brokerage houses alone in the financial district of 
New York dropped from 47,000 to 36,000, with not more than 
20 per cent of the 36,000 on full time. After allowing for 
lay-offs and “stagger” systems, it is figured that actual 
employment and salaries are down 50 per cent since the 
Fall of 1933, when the inflation “boomlet” of that year 
collapsed. 

If statistics which seem to contradict each other do not 
confuse him, and if he finds it possible readily to reconcile 
what appear on the surface to be conflicting versions of the 
state of the nation, the business man at the moment still 
has two other sources of uncertainty that have to be reck- 
oned with. One of these is the continual clash of opinion 
between those who see inflation ahead and those who don’t; 
the other, which will be with us for a month or so longer at 
least, is the threat of unsettling legislation. The recent weak- 
ness in the pound sterling and the gathering of what are 
striking reminders of the European war clouds of 1914, 
moreover, scarcely add to his sense of stability. 


**, . . a New York newspaper sends an adver- 
tising man to Detroit to look over the auto- 
mobile advertising situation, and when he 
comes back he is asked about business in that 
area. His reply is that business is ‘‘booming.”’ 
Or he may be sent farther west, into the cash 
crop areas, and come back with the report 
that ‘“‘out there you never hear of the depres- 
sion.”’ This 1s puzzling to his New York 
office; but it is no more puzzling, perhaps, 
than it is for a midwesterner or a person 
from the automobile center to go to New 
York and find the financial district wrapped 
in deep gloom.”’ 
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Bank Bill Recommendations 


Recommendations of the special com- 
mittee of the American Bankers As- 
sociation on the proposed Banking 
Act of 1935. With reference to the 
appointment of this committee, see 
page 48 of this issue. 


Washington, D. C., 
March 22, 1935. 
HONORABLE HENRY B. STEAGALL, Chairman, 
COMMITTEE ON BANKING AND CURRENCY, 
House OF REPRESENTATIVES, 
WASHINGTON, D. C. 


Dear Mr. Steagall: 


The American Bankers Association, through its accredited com- 
mittees, has given careful consideration and thought to the provisions of 
Titles I, II and III of the proposed Banking Act of 1935 (S.1715 and 
H. R. 5357). 

At a joint meeting of the Administrative Committee and the Execu- 
tive Committee of the Committee on Banking Studies, held earlier this 
month, resolutions were unanimously adopted authorizing the following 
official statement on behalf of the Association: 


“The Administrative Committee and the Executive Committee of 
the Committee on Banking Studies of the American Bankers Asso- 
ciation, in joint session, have made a careful analysis and study of 
the proposed Banking Act of 1935. While the committees realize 
that certain provisions of Title I of the pending bill affect adversely 
the larger banks, and that other provisions of the bill are not 
entirely acceptable to some of the (Federal Reserve) non-member 
banks, they believe that the aims and purposes expressed in the 
provisions of Titles I and III of the bill are, in the main, in the 
public interest, as well as in the interest of banking. The commit- 
tees have, therefore, on behalf of the Association, approved, in 
substance, Titles I and III of the bill. Since the introduction of the 
bill in Congress, the Executive Officers of the Association have con- 
ferred at length with leaders of Congress and administrative heads 
of the Government regarding the provisions of Title II. The com- 
mittees believe that certain constructive changes should be made 
in this title. They recognize that some members of the Association 
are of the opinion that it would be advisable to postpone definite 
action on this title of the bill until such time as a more detailed 
and careful study of its provisions can be made, but the commit- 
tees believe that, if the changes which they have in mind can be 
brought about through conferences, it will then be possible for the 
committees to approve the entire measure. 


‘“‘A special committee has therefore been appointed consisting of 
the president, the first vice-president, the chairman, and one other 
member of the Banking Studies Committee, and the Chairman of 
the Committee on Federal Legislation. The above mentioned spe- 
cial committee is authorized and directed to confer with the leaders 
of Congress and the administrative heads of the Government with 
a view to procuring such changes in the bill as are believed by the 
Association to be in the best interest of commerce, industry and 
the public. 


“The personnel of the special committee is as follows: 

“R. S. Hecht, President; R. V. Fleming, Vice President; Tom K. 
Smith, Chairman of the Committee on Banking Studies; W. W. 
Aldrich, Member of the Committee on Banking Studies; Ronald 
Ransom, Chairman of the Committee on Federal Legislation, of the 
Association.” 


The Special Committee, having made further study of the proposed 
Banking Act of 1935, now submits the following recommendations: 
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Title I 


We believe that the provisions of Title I of the bill, if enacted into law, 
will improve the operation of the Federal Deposit Insurance Corporation 
in such manner as to enable it to serve more effectively the interests of 
the public and of banking. We are of the opinion, therefore, that the 
provisions of Title I should be approved in substance. We know, how- 
ever, that there are many non-member banks, members of the American 
Bankers Association, who feel that the provisions of Title I, making it 
compulsory for all banks to join the Federal Reserve System by July 1, 
1937, should be given further careful study by Congress, before that 
time. 


Title III 


We believe that the provisions of Title III of the bill, which consists of 
amendments to the Banking Act of 1933, will materially clarify and ime 
prove the present law and we are therefore of the opinion that the vari- 
ous provisions of this title should also be approved in substance. 


Title II 


We have given particularly earnest and careful consideration to the 
provisions of Title II of the bill, which relate to the Federal Reserve 
System. The Committee is deeply impressed with the fact that the 
changes contemplated in Title II go to the very root of the theory and 
practice of banking as it has existed in this country and that it is diffi- 
cult, if not impossible, to formulate final conclusions with regard to the 
provisions of this title in the brief space of time which has elapsed since 
the bill was introduced. If, however, it is considered advisable and 
necessary to pass legislation covering the subject matter of Title II dur- 
ing the present session of this Congress, the Committee believes that the 
following recommendations, if carried out, would eliminate many of the 
objections to the present bill. 

The Federal Reserve Act is the result of years of study of the banking 
systems of the world and of extensive debate throughout the country 
and in Congress. The framers of the Act intended that the operation and 
administration of the Federal Reserve System should be based primarily 
upon the requirements of agriculture, commerce and industry, with due 
regard to the general credit situation of the country and the reasonable 
requirements of public finance. 

The Federal Reserve System has now been in operation for a period of 
more than twenty years. During that period the laws relating to the 
System have from time to time been modified and adjusted, primarily 
to improve its application to changing conditions in agriculture, com- 
merce and industry. At no time, we believe, has there been any essential 
departure, through amendments to the law, from the basic purposes of 
the Act, as originally drafted. We believe: that these basic purposes 
should be preserved, although we recognize that in view of the rapid and 
material changes which have taken place in the economic structure of 
the country in recent years, further adjustments in the Federal Reserve 
System are from time to time inevitable. 


1. The Federal Reserve Board 


The Committee believes that many of the changes in the Federal Re- 
serve Act proposed in Title II of the bill are of a constructive nature and 
should have the support of bankers, if the method of appointment and 
the tenure of office of the members of the Federal Reserve Board, in 
whose hands it is planned to concentrate greater power than ever before, 
could be so altered as to insure, as far as possible, the absolute independ- 
ence of the Board from partisan or political considerations. It is our view 
that if a satisfactory solution of this problem can be found, one of the 
greatest objections to Title II of the bill, as proposed, will have been 
eliminated. We will address ourselves first, therefore, to Section 203 of 
Title II of the bill which deals with the all important question of the 
membership of the Federal Reserve Board. 

Since the passage of the Federal Reserve Act, informed opinion both 
in Congress and among bankers has been striving towards the ideal of 
making the Federal Reserve Board a body of such independence and 
prestige that it might be described as the Supreme Court of Finance and 
Banking. We believe there is greater need now than ever before for 
realizing this ideal. 


BANKING 


In order to bring about this result, we recommend that the Board be 
reduced from eight members to five. We believe this should be accom- 
plished by the retirement from the Board of its ex-officio members, 
namely, the Secretary of the Treasury and the Comptroller of the Cur- 
rency, and by reducing the appointive members of the Board to five as 
soon as a vacancy occurs (such a change would necessarily involve an 
adequate revision of the salary of the Comptroller who now receives a 
portion of his compensation through the Federal Reserve Board). 

We heartily approve the proposed increase in the salaries of the mem- 
bers of the Board and would, in fact, like to see their compensation fixed 
at a somewhat higher figure than that mentioned in the bill so as to 
attract to these tremendously responsible positions the very best talent 
available. We believe that the plan of providing suitable pensions for the 
members of the Board is especially desirable because the security which 
such an arrangement assures would be a further help in inducing out- 
standing men to accept a call for service on the Board and give them 
the financial independence which such a position requires. 


2. The Governor of the Federal Reserve Board 


The bill as originally introduced provided that the Governor should 
serve only at the pleasure of the President and that his service as a 
member of the Board should cease upon the termination of his designa- 
tion as Governor. It has already been suggested that an amendment be 
made in the bill as proposed which would provide that the Governor, if 
no longer designated as such by the President, might, if he chose, con- 
tinue his membership on the Board, but would be permitted to reenter 
private business (without the two-year limitation) if he chose to resign 
upon not being redesignated. We would be entirely satisfied with this 
suggested change. If, however, it is deemed essential to give each incom- 
ing President the right to name a Governor of his own choosing, because 
of the fact that the Administration will no longer be represented on the 
Board by the Secretary of the Treasury or the Comptroller of the Cur- 
rency, it may be desirable to give the President the power to select the 
Governor of the Board and to provide that the term of the Governor of 
the Board will be the same as that of the President. It should also be pro- 
vided in the Act that the members of the Federal Reserve Board, includ- 
ing the Governor, shall be removable during their term of office only 
for cause. 


3. Election of Governors of the Federal Reserve Banks 


It has been suggested that Section 201 of the bill be modified so that 
the Governor of each Federal Reserve Bank shall be approved by the 
Federal Reserve Board every three years rather than annually, so that 
his term as Governor would coincide with his term as a Class “C” 
Director. We believe that in order to preserve the independence of the 
Governors of the Federal Reserve Banks the term during which they 
may serve without having to be reapproved by the Federal Reserve 
Board should be as long as possible and that this approval should cer- 
tainly not be required more often than every three years. Corresponding 
changes should be made in the Act with regard to the election of Vice 
Governors of the Federal Reserve Banks. 


4. Open Market Operations 


Neither the original text of Section 205, providing for the Open 
Market Committee of three members of the Federal Reserve Board 
and two Governors of the Federal Reserve Banks, nor the subsequent 
suggestion which has been made that authority over the open market 
operations be vested in the Federal Reserve Board, which would be re- 
quired to consult with a committee of five Governors selected by the 
twelve Governors before adopting an open market policy, a change in 
discount rates or a change in member bank reserve requirements, seems 
to us to constitute a satisfactory solution of the open market problem. 

Our suggestion is that the Open Market Committee shall consist of 
the entire Federal Reserve Board (reduced to five members) and four 
Governors of the Federal Reserve Banks, selected by the Governors of 
the twelve Federal Reserve Banks annually, each member of the Open 
Market Committee having a vote in the deliberations of the committee 
on the three subjects to be entrusted to it, z.e., open market policy, 
change in discount rates or change in member bank reserve requirements. 


5. Changes in Reserve Requirements 


It has been suggested that Section 209 of the bill be amended so as to 
provide that the Open Market Committee shall not have the power to 
change reserve requirements by Federal Reserve Districts but only by 
classes of cities and it has been suggested further that for this purpose 
banks be classified into two groups, one comprising member banks in 
Central Reserve and Reserve Cities and the other comprising all other 


April 1935 


member banks, and that the reserve requirements be uniform within 
each group. We believe that these suggested changes are desirable 
but we think serious consideration also should be given to the desira- 
bility of fixing limits in percentage of deposits beyond which reserve 
requirements cannot be increased or decreased by action of the Open 
Market Committee. 


6. Real Estate Loans 


We do not favor Section 210 as originally proposed, permitting ad- 
vances against real estate up to 75% of the actual value of the property 
if amortized within twenty years, or up to 60% of the actual value of the 
property for a term of not more than three years, in both instances with- 
out territorial limitations. 

We are in favor of the suggestion subsequently made that all real 
estate loans hereafter made shall not exceed 60% of the appraised value 
of the property and that the Board be given discretion to make regula- 
tions governing real estate loans held by banks at the present time. 

We also believe that the presently existing territorial limitations, or 
some similar limitations, should be retained in the law and that un- 
amortized real estate loans should be permitted up to a period of five 
years. 


SUMMARY 


We believe that the foregoing modifications in Title II of the bill 
(numbered 1 to 6 inclusive) are fundamental and that all of them are in 
the national interest. If changes substantially along these lines cannot 
be made in the original draft of the bill, we would be strongly opposed 
to the enactment of Title II. However, if these changes, some of which 
in whole or in part have been heretofore recommended by Governor 
Eccles and placed into the record of your Committee, are adopted, we 
would be in substantial agreement with the provisions of Title II, 
provided that the following additional changes which have also been 
suggested by Governor Eccles during the course of your hearings are 
included in that Title: 


(a) Admission of Insured Non-Member Banks 


It has been suggested that Section 202 of the bill should be amended 
so as to provide that the Federal Reserve Board shall have authority to 
waive not only capital requirements but all other requirements for 
admission of insured, non-member banks to the System, and that the 
Board be permitted to admit existing banks to membership permanently 
without requiring an increase in capital provided their capital is ade- 
quate in relation to their liabilities. 


(b) Federal Reserve Bank Experience for Federal Reserve 
Board Members 


It has been suggested that Section 203 (1) of the bill be amended so 
that as a general policy two members of the Federal Reserve Board 
shall be selected, when possible, from persons who have had experience 
as executives of the Federal Reserve Banks. 


(c) Federal Reserve Board Pensions 


It has been suggested that Section 203 of the bill be modified so as to 
provide that any member of the Board, regardless of age, who has served 
as long as five years, whose term expires and who is not reappointed, 
shall be entitled to a pension on the same basis as though he were retired 
at 70 years of age; that is, he is to receive an annual pension of $1,000 
for each year of service up to twelve. 

The Committee offers all of the foregoing suggestions in the earnest 
belief that they represent constructive modifications of Title II of the 
bill as proposed, with a view to rendering the operations of the Federal 
Reserve System more beneficial to the interests of the Nation as a whole. 

We respectfully request, therefore, that these suggestions be given 
consideration and study in the deliberations of your committee. We 
expect to continue our study of the bill and would like to have the 
privilege of submitting to you any further suggestions which may occur 
to us. 

Respectfully submitted, 
AMERICAN BANKERS ASSOCIATION 
Rupotr S. 
ROBERT V. FLEMING 
Tom K. SmitH 
WINTHROP W. ALDRICH 
RONALD RANSOM 
Special Committee on the 
Proposed Banking Act of 1935. 
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in difficulties is a rather large undertaking, but it is 

the dominant feature of the Government’s credit oper- 
ations at the present time. A second outstanding feature 
of current operations, perhaps quite as large in the amount of 
money ultimately involved, is the rehabilitation of the real 
estate loan market, including the salvaging of hundreds of 
millions of dollars of sour urban real estate loans in addition 
to the billions already in the course of salvage through the 
Home Owners’ Loan Corporation. Loans to industry also are 
to be pushed along new lines including maturities up to 10 
years. 


Riv asic IZATION of the finances of the railways now 


Credit in practically every category is to 
be dispensed as needed but, with the ex- 
ception of farm credits in which the trend 
is distinctly toward short term loans, the aim at present is 
to work for the long term, partly because it is thought that 
such credit is required to stimulate the capital goods indus- 
tries and partly for the salvage of capital investments. The 
United States is to be in the loan business for many years 
unless and until other credit facilities are available and are 
used. 

The reorganization of railway finances is to proceed upon 
a realistic basis and Uncle Sam does not propose to put out 
money which he will not get back. In the Act extending the 
powers of the R.F.C. for another two years that concern was 
authorized to allot $350,000,000 for railway financial re- 
organization in addition to the amount already lent the roads 
at the time the act was passed. This amount was approxi- 
mately $384,000,000 net. Total possible net loans, accord- 
ingly, may aggregate over $700,000,000. 

“In these reorganizations,” says Chairman Jesse Jones, 
“security holders will find it necessary to accept lower in- 
terest rates and much of their income on an ‘if earned’ basis. 
In some instances creditors will need to accept stock in the 
road as part payment of their debts and stockholders may 
need to subordinate and scale down their principal. But so 
long as the relative positions are maintained the security 
holder can get the equivalent of what he now has. His income 
will be paid only to the extent that the road earns the money 
with which to pay it,—and this is all he can ever get.” 


LONG TERM 
CREDIT 


MORTGAGE That is that; evidently the R.F.C. Chair- 
FINANCING ™an has little hope of enough improve- 

ment in railway earnings to get the roads 
out of debt on the present basis. 

The second line of new major activities of the Government 
through the R.F.C. was inaugurated March 13 by the or- 
ganization of a Maryland corporation known as the “R.F.C, 
Mortgage Company” with a capital of $10,000,000, all 
owned by the corporation. Congress authorized the corpora- 
tion to devote $100,000,000 to subscriptions of stock in such 
organizations and the R.F.C. has been endeavoring for 
months to induce private capital to form such companies, 
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Government Banking 


offering liberal loans for the purpose. Failing to get private 
capital to move, it has moved on its own account. Its new 
subsidiary will lend money directly on mortgages or will buy 
or rediscount mortgages. In short, it will do almost anything 
possible to aid in thawing out frozen capital in real estate 
mortgages of every description, notably those on apartment 
and business houses and other urban real estate. 

The corporation also proposes to come to the aid of the 
Federal Housing Administration in the latter’s operations 
under Titles II and III of the Housing Act in the organiza- 
tion of the national mortgage associations provided for in the 
Act. The law contemplates that these associations shall be 
organized by private investors but so far none has been or- 
ganized and the requirement of $5,000,000 capital for each 
association is regarded as a super-obstacle to the successful 
development of the system by the general public. Since the 
successful operation of Title II depends in large part upon 
the rediscounting of mortgage loans by the national associa- 
tions, the R.F.C. considers it an essential part of its functions 
in reviving and restoring trade and finance to organize them 
with or without private cooperation. Meanwhile, the Hous- 
ing Administration is endeavoring to induce Congress to 
reduce the minimum capital required for the associations 
from $5,000,000 to $2,000,000. 


Loans to industry are to be continued 
under the new act up to a total of $300,- 
000,000 outstanding at any one time, and 
special inducements are to be offered for the financing of 
concerns interested in “the sale of electrical, plumbing or 
air conditioning appliances or equipment or other household 
appliances, both urban and rural.” 

Chairman Jones in a public address indicated that the 
corporation wanted “the cooperation of banks in making all 
industrial loans and will expect the banks to participate 
where possible by taking part of the loan in the hope that 
they can take the whole of the loan when conditions and the 
credit risk justify.” The new Act also authorizes loans to 
mining and smelting concerns. Up to March 1 the corpora- 
tion had authorized loans to industries totaling $38,123,550 
of which $4,408,724 had been withdrawn or cancelled, 


INDUSTRIAL 
LOANS 


“It is expected that with the volume of ad- 
vances to other governmental credit and relief 
agencies lessened to the vanishing point, as 
now seems to be the case, the repayments on 
general loans of the R.F.C. can be applied to 
build up its new loan fund. ‘Bank repair’, in 
the language of the corporation, ‘is practically 
complete.’ A few banks are still borrowing but 
far more of them are rapidly discharging their 
obligations” 


BANKING 


$9,950,758 paid out and $23,764,068 remained available to 
the borrowers. In addition the corporation has authorized 
participations aggregating $5,652,635 in 98 businesses, 
$479,485 of which was withdrawn or cancelled, $916,883 
paid out and $4,256,267 remained available. 


Loans to industry through mortgage loan 
companies have been authorized to the 
amount of $17,594,675 of which $5,279,537 
was disbursed and $221,946 already repaid. In all, the corpora- 
tion has agreed to lend $61,370,860 to industry of which the 
latter has used $16,147,178; some of this has been repaid. 

With all the expansion of lending operations in prospect, 
however, there is a definite movement among these lending 
agencies to take the general public into partnership in the 
granting of credit. The R.F.C., for example, expects to have 
about a billion dollars to lend during the year, but it has 
actually in hand, after allowing for advances to the Emer- 
gency Relief Administration, only about $400,000,000. It 
expects to obtain the rest from repayments of previous loans 
and from the sale of some of its present assets to private 
investors. 

At present it has outstanding about $128,000,000 in loans 
to states and their subdivisions on self-liquidating projects 
which have come to be, and perhaps always were, loans 
that appeal to private investors. A considerable portion 
of loans to or allotments for irrigation, levee and drainage 
enterprises, outstanding or contracted for in the amount of 
about $84,000,000, also may be sold or diverted to private 
capital. 

The larger portion of relending funds may come from the 
sale of railway loans. On March 1 there were railway loans 


PRIVATE 
INVESTORS 


outstanding to the amount of $379,712,570. Part of these 
loans are doubtful. The list includes loans totaling $51,- 
760,227 to seven roads which were placed under receiverships 
or which filed petitions under the Bankruptcy Act after the 
loans were made, and it is estimated that there is a deficiency 
of approximately $17,000,000 in the collateral for the loans 
to 11 roads. Other railway loans, however, are more than 
adequately secured, collateral for all carrier loans having a 
market or appraised value of over $600,000,000. At least 
$250,000,000 of the railway accommodation outstanding is 
considered prime paper. 


The corporation has received an increasing 
number of inquiries from private investors who 
are anxious to take over some of these railway 
loans and there is every reason to expect that a quarter of 
a billion dollars can be secured from the money market on 
this account if and when required. 

All other general borrowers have reduced their indebted- 
ness or avoided an increase during recent months except the 
railways, which added about a quarter of a million dollars 
to their obligations. All lending activities of the corporation 
other than advances to other governmental agencies netted 
repayments of only about $4,000,000 during February as 
compared with about $30,000,000 in January. It is expected 
that the rate will be accelerated in the next few months. 
These anticipated repayments do not attain the $1,000,- 
000,000 total which the corporation thinks it may require, 
but the latter doubtless has valuable cards up its sleeve. 

Whatever may be accomplished by the R.F.C. in rehabili- 
tating real estate mortgages the outstanding feature of the 
Government’s real estate program is the further expansion 
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Changes in postal savings deposits during the fiscal year 1934 


INCREASE 
DECREASE 
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HARRIS & EWING 


The review committee of the Home Loan Bank Board 

is composed of Oscar R. Krentz, chairman, John W. 

Ballard, John R. Phillips, Jr., Verne C. Bonestell and 
Frank Sweigart 


of the Home Owners’ Loan Corporation. The reversal of the 
Government’s policy with respect to the refinancing of home 
loans has been forced upon it by Congress. Last November 
the corporation decided that because it had on hand 
350,000 applications for loans which would exhaust the bal- 
ance of its $3,300,000,000 fund it would receive no more 
applications and prepared to wind up its business. This de- 
cision was based upon the belief that practically all of the 
necessary refinancing would be accomplished and that pri- 
vate capital and other Government agencies covld +’ -e care 
of the residue. 

The announcement of this decision, however, led to loud 
public protest which was immediately registered in Congress. 
In January it was determined to rescind the decision and to 
accept new applications in the expectation that Congress 
would extend the bond issue limit of $3,000,000,000 by an- 
other billion dollars. Congress, however, is going further. 
The House of Representatives has passed an act increasing 
the total permitted bond issues by $1,750,000,000, giving 
the corporation total funds of $5,050,000,000 of which 
$250,000,000 is earmarked for building up the Federal 
savings and loan system. At this writing there seemed to be 
no doubt that the Senate would approve this measure if, 
indeed, it did not further extend the bond limit. 


The $4,800,000,000 fund for refinancing 
home mortga h 
MORTGAGES gages, owever, presents a 

rather striking situation. A tremendous 
volume of new applications for loans is being received and it 
has been found that the continued depression has exhausted 
the resources of many home owners who are now unable to 
maintain the service of their loans. It may be suspected that 
much of this business is the result of efforts of mortgagors, 
quite able to maintain their present loans, to secure better 
interest and other terms, and of mortgagees to secure what 
they consider a better investment. Aside from these “ chisel- 
ers”, however, the prospect is that within the current year or 
a little longer the full $4,800,000,000 will be put out and that 
the Government institution will hold roughly 30 per cent of 


the estimated $16,000,000,000 of home mortgages now out- 
standing. Banks and other investors also will hold $4,750,- 
000,000 of tax free Government guaranteed bonds. 

The constructive feature of this legislation is the enlarged 
fund for the organization of Federal savings and loan associa- 
tions, forecasting a large scale drive to furnish low interest 
funds for new construction of individual homes. The home 
loan bank system already has a direct appropriation of 
$50,000,000 from Congress for the organization of these 
associations, of which it had drawn $17,331,241 up to March 
12. For various reasons the setting up of these associations 
has rather lagged, although the rate of organization has 
greatly increased in the past three months. Up to March 1, 
727 associations had been organized including the conversion 
of 209 existing building and loan associations, with resources 
of $205,942,000, into Federal institutions. 

State chartered building and loan associations to the num- 
ber of 862 with resources of $495,960,000 have applied for 
the insurance of their accounts, the number registering a 
notable increase in the past month. However, in view of the 
fact that the Federal Government is ready to participate 
in the organization of these groups up to 75 per cent of their 
capital stock, this is not regarded as satisfactory a showing 
as had been expected, especially since the amount of business 
done by the associations is considered less than it may be 
under proper stimulus. 


The sticking point is in the fact that under 
the law all accounts of such associations 
must be insured in the Federal Savings 
and Loan Insurance Corporation. The premium for this in- 
surance is one-fourth of 1 per cent of the total of all accounts 
plus any creditor obligations of each association. This, natu- 
rally, adds one-fourth of 1 per cent to the annual interest 
and amortization charges on loans put out by the associations 
and it has been found to be too much of a burden on the 
federally organized institutions in competition with similar 
concerns not federally organized and insured. Pending legis- 
lation proposes to reduce the annual premium for insurance 
to oneseighth of 1 per cent. It is anticipated that this will 
lead to a marked increase in the number of building and loan 
associations electing to reorganize under the Housing Act 
and an increase in the business they will do. 

In any event, the Home Owners’ Loan Corporation pro- 
poses to push the organization of the Federal associations 
and this promises to be the chief feature of its activity here- 
after. A fund of $300,000,000 naturally gives considerable 
weight to the undertaking. 

In 1934 all the intermediate and short term credit in- 
stitutions of the F.C.A. put out new credit totaling $553,- 
437,108 of which about $320,000,000 was outstanding on 
January 31, 1935. The credit included $107,294,469 lent to 
cooperative associations. The money lent by the intermediate 
credit banks was obtained by the public sale of debentures, 
mostly absorbed by commercial banks. That lent by the 
banks for cooperatives came indirectly from the old Farm 
Board’s revolving fund. The total credit also included 
$446,142,639 of short term loans or discounts. 

The Government has had better success with its emer- 
gency crop and feed loans than has been expected. Up to 
January 31 it had collected 80.4 per cent of the $57,375,840 
of such loans put out in 1933 and 66 per cent of the matured 
portion of the $37,891,586 extended in 1934. Of a total of 
$230,458,888 in such loans since 1921, $153,913,200, or 66.8 
per cent, has been collected. 
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EDITORIALS 


Examination of Trust Departments 


N HIS address to the last Mid-Winter Trust Con- 
l ference President Leon M. Little of the Trust 
Division referred to the inauguration of the new 
system of examination of trust departments as the 
chief happening of the year in trust circles. Through- 
out the entire three days’ conference it was perhaps 
the most discussed subject. 

The first round of examinations under the new 
system is well on towards completion, so now is a good 
time to take stock of what has been done and of what 
remains to be done in this field. 

Undoubtedly the examinations of trust depart- 
ments, even as they are conducted now, mark a big 
step forward. The most helpful part of the examina- 
tion has been the conferences that the examiner in 
charge has had with the trust officers on methods of 
improving the operation of the trust department. 
The examiner has been as much adviser as critic. 


THE NEXT STEP 


WITH the existing spirit of cordial cooperation be- 
tween examiners and trust men, they are both ready 
now to take another forward step in the examination 
of trust departments. That step should involve (1) a 
revision of the present form of report in the light of 
experiences gained during the last round of examina- 
tions, (2) a complete unification of examination by 
the different examining authorities—state, Federal 
Reserve, national bank, and Federal Deposit Insur- 
ance Corporation—and (3) a reduction of the cost of 
examination as much as possible, short of impairing 
the thoroughness of the examination. 


The Uses of Experience 


AS a means of bringing about this further improve- 
ment in the method of examination and form of re- 
port, definite cooperation between the Federal Reserve 
Board and the Comptroller of the Currency on the 
one hand and the Trust Division on the other is highly 
desirable. By definite cooperation is meant much more 
than the cordial relationships that exist now and that 
have existed all along. It means an arrangement 
whereby the examining authorities may get the bene- 
fit of the trust men’s suggestions in a carefully con- 
sidered rather than in a haphazard way, and whereby 
the trust men may get a clearer conception of the 
examining authorities’ objective on every phase of 
the examination. 

Governor Eccles of the Federal Reserve Board has 
definitely invited suggestions for the improvement of 
the examination of the trust departments of member 
banks. In a recently published letter to President Hecht 
of the American Bankers Association, Governor 
Eccles said that any suggestions or recommendations 
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which the American Bankers Association may wish to 
make in connection with the supervision of fiduciary 
matters will be welcomed and will be given careful 
consideration. Without a doubt, the Comptroller of 
the Currency, the Federal Deposit Insurance Corpora- 
tion and the various state examining authorities are 
equally hospitable to suggestions and recommenda- 
tions for improving the examination of trust de- 
partments. 


STUDY AND REPORT 


IN response to Governor Eccles’ invitation, would it 
not be well for the Trust Division to direct one of its 
standing committees or to constitute a special com- 
mittee of carefully selected trust men to make a study 
of the present method of examination and form of 
report and lay its suggestions and recommendations 
before Governor Eccles and the other heads of the 
examining authorities? 


Unification and Uniformity 


HAVING thus arrived at a revised method of exami- 
nation and form of report, the examining authorities 
should next give consideration to the complete unifica- 
tion of examination of trust departments. By this is 
intended something different from the uniformity of 
methods and reports, namely the unification of the 
examinations themselves. The same examination 
shoul. ~*ffice for all the examining authorities—the 
Federa: 1. erve Board, the Comptroller of the Cur- 
rency, the Federal Deposit Insurance Corporation, 
and the various state banking departments. 

Tremendous progress towards both uniformity and 
unification has already been made, and it would seem 
to us that within another year’s time both uniformity 
and unification might be completed, except for the 
slight variations in state requirements which may be 
met by supplemental examinations and reports made 
at the same time as the main examination and report 
are made. 


ECONOMY 


INVOLVED in all this matter of examining trust 
departments is the question of cost of the examination. 
The expense item is one that is giving real concern to 
trust men. Trust business under present conditions 
is at best not a very profitable business. A surprisingly 
large number of trust departments is being operated 
at a loss. To add to their present operating expense 
the cost of several examinations which largely dupli- 
cate one another is really to burden many already 
harassed trust departments. 

Uniformity, unification and economy are the three 
objectives next to be striven for in the examination of 
trust departments. 
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By HOWARD WHIPPLE 


This is the third of a series of four 

articles by Mr. Whipple, vice-president 

of the Bank of America N. T. & S. A., 
San Francisco 


LAST month the author discussed two 
principal methods of observing branch 
lending activities. One is highly central- 
ized, a system in which all loan appli- 
cations are submitted to the head office 
for approval. The second is a method 
whereby the branch, under general 
standards, takes the responsibility for 
extending loans, reporting to the head 
office only in exceptional cases 


NOTHER means afforded the head 
A office of watching the ingredients 
of its branches’ note pouches is 

that of the daily loan report. Some 
branch institutions require the trans- 
mittal of a very detailed and complete 
report on each new loan made or old 
loan renewed, even to the point of con- 
siderable duplication of information 
previously dispatched. Other banks do 
not require very elaborate and detailed 
reports but content themselves with 
such simple information as the debtor’s 
total liability, date of his latest financial 
statement and the amount of his net 
worth it reflects, purpose of the loan, its 
time limit, expected source of payment 
and so on, just enough to inform the 
head office that the credit is a proper 
one. If sufficient care is given to the 
preparation of such a report by the 
branch, not only is head office assured 
with reasonable satisfaction that all is 
well, but excessive letter writing is min- 
imized or avoided. A copy of the last 
financial statement of the borrower on 
file at the branch is invariably for- 
warded to head office as it is obtained. 
Some branch banks give their offices 

a non-reporting limit. This means that 
the branch does not send in a detailed 
report on each individual loan, as soon 
as it is made, where the total liability 
of such a borrower is below a certain 
limit, usually a conservative one. Daily 
information as to the total amount of 
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Credit Management in 


credit outstanding at each branch as 
well as the total sum debited and cred- 
ited daily to the total of each appro- 
priate general ledger loan account is 
obtained from a compilation of the skele- 
tonized copies of all the general ledger 
accounts of each branch also forwarded 
daily. 

Within each branch the actual process 
of lending varies. In any event head 
office should hold one man alone re- 
sponsible for the worth and proper 
handling of the credits of his office—and 
that man is the branch manager. If 
mistakes are made, they are his; for he 
in turn delegates lending authority 
to his subordinates, prescribes their 
limits under or equal to his own author- 
ity and must assume responsibility for 
what they do. The old army game of 
passing the buck will not do in banking, 
even though many of those who would 
evade responsibility in loan matters 
may attempt to do so. The name of a 
committee is a convenient peg on which 
a lending officer of wavering moral cour- 
age may try to hang responsibility for a 
souring or soured loan; but it is a wise 
supreme command, unit or branch, 
which requires the maintenance of an 
indelible record of just which individual 
granted every credit at its inception or 
who in any way became responsible for 
its unwarranted retention or enhance- 
ment at a later date. This is best ac- 
complished by requiring such an indi- 
vidual or individuals to initial both the 
note and the liability record. 

This applies also in the small branch 
office where there may be but one lend- 
ing officer, the branch manager, for 
branch managers may change. Some of 
them leave behind them more or less 
permanent monuments to their mis- 
takes and failures in the field of credit 
extension. Manifestly it is grossly unfair 
to a succeeding manager to blame him 
for errors he did not commit; yet how 
often have I seen this done. In fact so 
many times have I seen it occur that, 
were I to become a branch manager, I 
would insist on being checked in and out 
of a branch’s note pouch just as a rail- 
way ticket seller is checked in and out 
of his ticket supply. This would include 
the filing—at head office—of lists of the 
names and amounts of all loans on the 


assumption and the relinquishment of 
the branch’s management. 

In the larger offices, where there are 
enough lending officers to warrant the 
establishment of loan committees whose 
purpose it is to discuss debatable credits 
before and after their extension, it is 
doubly important that the initials of the 
officer or officers negotiating or granting 
the loan should be definitely recorded. 
Though the vote of the committee may 
be the act which finally granted the 
credit, some individual officer, usually 
negotiating with the customer single- 
handedly, brought the application to 
the committee for its decision and acted 
as the applicant’s ambassador. If he 
recommended favorably, he should 
stand behind his act and his judgment. 

It is a wise committee, head office or 
branch, which will refuse to pass on a 
credit application until some individual 
has recommended it. This requirement 
is not so much for the purpose of avoid- 
ing responsibility by the authority to 
whom the application has been referred 
as it is to obtain the estimate of value 
of the man who had the closest contact 
with the borrower and therefore the 
greatest quantity of first-hand infor- 
mation. Naturally, the committee or 
individual at head office passing on the 
referred application has the benefit of 
the ambassador’s recommendation when 
making the final decision, an act re- 
quiring far less courage, decision and 
judgment than that required of the men 
who pioneered in those fields. But the 
originator’s recommendation for or 
against the credit is necessary in order 
that head office may not make the 
egregious mistake of passing favorably 
on an application of which the man at 
point of contact may have secretly 
disapproved. 

Very rarely is there a conflict in judg- 
ment between head office and branch 
except in those cases where head office 
believes the branch manager to be more 
enthusiastic about a credit—and par- 
ticularly about the credit applicant— 
than circumstances warrant or that the 
manager is subject to an undue amount 
of pressure from a prominent citizen or 
from that most speciously valuable in- 
dividual, “‘a good friend of the bank”. 
Even more rarely should a head office 
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approve a credit over the disapproval 
of a branch manager. Occasionally it 
may be done—usually for policy’s sake 
—but very rarely do such credits turn 
out satisfactorily. As a rule a double 
affirmative or a double negative is the 
answer to the application. 

In addition to daily loan reports and 
the recommendation of individual offi- 
cers and committees there is the institu- 
tion of examinations, governmental and 
private. As is well known, their purpose 
is to ascertain the position of the branch 
in regard to its solvency, to catch im- 
proper credit tendencies at their in- 
ception and to gage the character and 
ability of management. At best they 
can do little more in any bank than 
lock the stable after the horse is stolen. 
Desirable though they are for the unit 
bank, they are even more desirable for 
the branch system in spite of the unusu- 
ally close supervision and careful at- 
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tention to its credits the properly man- 
aged branch institution requires; and 
that for the obvious reason that the vast 
bulk of a large branch organization’s 
loans is not only too great in volume to 
be properly supervised by a single head 
office authority, such as the president 
or even by a non-professional com- 
mittee of directors, but they are ac- 
quired, serviced and maintained at a 
distance and therefore are not within 
the immediate scrutiny of those who 
are ultimately responsible for their 
worth. Furthermore, they are not made 
by those so responsible but by others 
under delegated powers. But even then 
that situation should not operate to 
produce credits of lesser quality. In fact, 
it is likely that the possibility of poor 
credits existing because lending powers 
were given to agents tends to insure 
the erection of greater safeguards than 
would otherwise be established. 


NORTH DAKOTA 


- 


"NEBRASKA: 


It will be of small advantage to dis- 
cuss here the merits of the old anti- 
branch bank controversy regarding the 
futility or the advantage, the practica- 
bility or the impractibility of examin- 
ing simultaneously all the offices of a 
large multiple-office bank. I have just 
stated in a preceding paragraph my 
belief in the desirability of some vari- 
ety of examination, either govern- 
mental or private; and I say that 
because of a conviction that examina- 
tions, no matter to what extent they fail 
to be all-embracive, no matter how 
sketchy and (CONTINUED ON PAGE 70) 


BRANCHES—1930 


This map shows, as of July 1930, the 
percentage of total banking offices that 
branch offices constituted in each state. 
BANKING will publish next month a 
map giving the same data as of July 1934 
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The Postal Savings Paradox 


United States or the savings banks 

had shown such an impressive gain 
in net profits during the years of the de- 
pression as has the postal savings sys- 
tem, the stockholders would have cause 
to be jubilant. 

Back in 1931 the net profits of the 
system amounted to only $340,891. 
During 1932 the earnings soared above 
the million dollar mark, attaining a 
figure of $1,023,901. The next year 
Uncle Sam’s savings system enjoyed net 
profits of $2,118,123. 

The peak was reached during the 
fiscal year of 1934 when net profits of 
$3,985,834 were recorded. 

Last December at Washington there 
was a searching inquiry into the activi- 
ties of the postal savings system by the 
sub-committee of the House of Repre- 
sentatives’ Committee on Appropria- 
tions, when it considered how much 
money Congress would be justified in 
setting aside for the use of the Post 
Office Department. 

Representative William W. Arnold 
of Illinois told the chief budget officer 
of the Department: “I am unable to 
understand why postal savings should 
increase, in view of the bank deposit 
guaranty law. . . . It looks inconsist- 
ent to me.” 

Comptroller William Slattery of the 
Post Office Department replied that it 
was due to the failure of people to real- 
ize that bank deposits are guaranteed. 
He explained that many people were still 
buying money orders and keeping their 
money in their pockets, without any 
interest at all, and they were not even 
cashing them at the end of the year, 
which is their legal life. 

One possible explanation of why thou- 
sands of people were still depositing their 
savings with the postal system instead 
of the banks was given by Representa- 
tive John Taber of New York, who 
stated that the relief authorities were 
not given information as to the names of 
individuals having funds on deposit in 
the postal system whereas the commer- 
cial and savings banks had cooperated 
with the relief authorities in preventing 
individuals with means from taking 
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advantage of the relief rolls. Mr. Taber 
said that he was informed a lot of these 
people had “‘run to cover”’ because they 
had found that they might hide their 
money in postal savings. 

The amazing growth of the postal 
savings system was set forth in the 
record, when it was shown that the total 
on last June 30 was almost seven times 
as large as the amount due depositors 
on that date in 1930. At that time, 
there was only $175,271,686 due 
depositors. 

The increase by years has been as 
follows: 1930-1931, $172,145,184; 1931- 
1932, $437,403,753; 1932-1933, $402,- 
365,585; 1933-1934, $10,733,980. 

One of the interesting developments 
of the past year was the turning back of 
postal savings deposits by the commer- 
cial banks because they could not afford 
to pay the rate required by the postal 
trustees for the funds. The Federal sys- 
tem has paid 2 per cent interest on the 


savings deposited at the post office. 
Generally, the system has turned these 
funds over to commercial banks, ob- 
taining 24 per cent interest on the 
deposits and also requiring the banks to 
secure the funds by putting up Govern- 
ment securities as collateral. While the 
smaller banks have held on fairly well 
to these deposits, many banks through- 
out the country have turned back these 
funds by the millions during the past 
year and a half. 

This movement has been one of 
major proportions. At one time the sys- 
tem had more than a billion dollars on 
deposit with banks. This total has been 
reduced by more than $500,000,000. 
Being unable to find banks which would 
accept these deposits, the postal sav- 
ings authorities have reverted to the 
investment of hundreds of millions in 
United States Government bonds, as 
well as in some of the Home Owners’ 
Loan Corporation issues. 


Postmaster General Farley in his Washington office 
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Court Decisions 


A DIGEST BY THE LEGAL DEPARTMENT 


DEPOSIT IN OuT-OF-TOWN BANK 


OSS due to drawee bank’s failure 

[ before presentment of check fell 

upon payee under the following 
circumstances: 


Nov. 8, 1932. Holiday. Payee received 
check in Chicago. 

Nov. 9. Sent by air mail to Minneapolis 
bank. 

Nov. 10. Sent by bank to Chicago 
Reserve Bank. 

Nov. 11. Holiday. 

Nov. 12. Sent to collecting bank at 
Kenosha, Wisconsin. Check would 
have been paid if presented. 

Nov. 13. Sunday. Drawee bank closed 
before check presented. 


Had the check been deposited di- 
rectly in a Chicago bank it would under 
the ordinary course have been pre- 
sented and paid by November 12. The 
payee’s contention that the loss was 
not chargeable to it since because of the 
charges of Chicago banks it was its 
practice and that of “most concerns in 
Chicago” having a great volume of 
checks to deposit them outside of that 
city, was held unsound where the 
drawer had not consented to any such 
practice. Mars, Inc. v. Chubrilo, 257 
N.W. (Wis.) 157. 


SET-OFF; Moratorium ACT 


A bank may set off a matured mort- 
gage against the account of the pur- 
chaser of the mortgaged premises 
assuming the mortgage. Security for a 
debt does not preclude set-off, nor does 
a mortgage moratorium act limited to 
legal actions and proceedings. Kress v. 
Central Trust Co., 275 N. Y. Supp. 14. 


Bank Ho.ipays 


Presidential and gubernatorial proc- 
lamations declaring bank holidays in 
March 1933 did not extend the maturity 
of an obligation of a private person 
falling due during that period. No dif- 
ference in principle exists from a situa- 
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tion in which merely one bank had been 
closed, tying up the debtor’s funds. 
Slaughter v. C. I. T. Corp., 157 So. 
(Ala.) 463. The Alabama Supreme 
Court did not pass upon the ruling of 
the intermediate appellate court that 
such proclamations were valid. 


TRUSTEE HOLDING TITLE 
INDIVIDUALLY 


When a corporate trustee as such in- 
vests in a mortgage it should take “title 
as trustee for the specific trust, by an 
instrument designating it as such and 
placed upon public record, so that all 
persons interested might be put upon 
notice of the trust. . . . where a trustee 
invests trust money in property which 
he takes in his own name as an individ- 
ual, the beneficiary has the option to 
accept the investment or require the 
trustee to account for the money so in- 
vested, with interest.” In re Yost’s 
Estate, 175 Atl. (Pa.) 383. 


STOCKHOLDER’S LIABILITY; TRANSFER 
TO TRUSTEE 


“A trustor who, in good faith, trans- 
fers” national bank “stock to trustees, 
reserving no beneficial interest what- 
ever in the trust estate” relieves him- 
self from stockholder’s double liability 
but “transfers to corporations or trusts, 
organized or created solely for the pur- 
pose of enabling the stockholders to 
escape the liability, will not relieve the 
transferor if he retains any beneficial 
interest in the assets of the corporation 
or trust.” Pottorff v. Dean, 8 Fed. Supp. 
670. 


Lire INSURANCE TRUST 


Insolvency of an insured did not pre- 
clude his creation of a life insurance 
trust with a policy formerly payable to 
his wife and children, who were made 
beneficiaries of the trust. Since his 
creditors had no rights in the original 


policy, the trust was not invalid as in 
fraud of their rights. Potter Title & 
Trust Co. v. Fidelity Trust Co., 175 
Atl. (Pa.) 400. 


PLEDGE; OBLIGATIONS SECURED 


A bank purchasing a note cannot, in 
general, hold the accompanying col- 
lateral to secure other indebtedness of 
the maker to it. Union Trust Co. v. 
Pocahontas Sp. School Dist., 76 S.W. 
(Ark.) 60. 


BANK’s LIABILITY FOR FIDUCIARY’S 
DERELICTION 


Liberal rules as to a bank dealing 
with an unfaithful fiduciary are an- 
nounced in New Amsterdam Cas. Co. 
v. National, etc., Banking Co., 175 
Atl. (N. J. Chan.) 609, applying Sec- 
tions 7, 8 and 9 of the Uniform Fiduci- 
ary Act adopted in 23 states. “Checks 
upon trust funds to the order of the 
trustee personally, deposited to the per- 
sonal account of the trustee, though the 
trust account and the personal account 
be in the same bank, are bound to be 
honored without inquiring into the 
transaction and free of notice of ir- 
regularity.” 

Under the statute, when the bank 
does not benefit from the conversion of 
funds by a fiduciary, the test of its 
liability is, in general, one of its good or 
bad faith. “Bad faith, with its sinister 
implications, means knowledge by any 
responsible agency, officer, or em- 
ployee, of a bank, of an incriminating 
state of facts, short of actual knowledge 
of the breach of trust, but conscious of 
it and aiding and abetting, or acquiesc- 
ing in the breach.” 

“Bad faith” cannot be evolved from 
the “composite knowledge” of different 
members of the bank staff, even though 
such knowledge, if that of one person, 
would amount to bad faith. The court 
réferred graphically to the volume of 
checks handled by banks and the di- 
versity of function of the different em- 
ployees. Factors enumerated by the 
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court as not showing “bad faith” were 
(1) the size of the institution, even 
though a “one-man” bank; (2) the size 
of the particular checks; (3) knowledge 
that the fiduciary account was over- 
drawn, when it was promptly made 
good; (4) use of fiduciary check to pay 
overdraft in fiduciary’s personal ac- 
count, “in the absence of a showing that 
the benefit to the” bank “was designed 
and intended”; (5) knowledge of prior 
fraudulent conduct of fiduciary. 


ACCEPTING CASHIER’S CHECK 
AS PAYMENT 


A CASHIER’s check was held absolute 
payment for a mortgage indebtedness 
so that loss due to the failure of the 
issuing bank fell on the mortgagee 
under the following circumstances: 

1. The collecting agent of the mort- 
gagee suggested in advance that pay- 
ment be made by either a cashier’s 
check or a certified check. 

2. The owner of the mortgaged prem- 
ises (not the mortgagor and not per- 
sonally liable for the mortgage indebted- 
ness) bought a cashier’s check with 
cash, 

3. Upon receipt of the cashier’s check 
the collecting agent delivered the 
mortgage papers including a formal 
satisfaction piece executed by the 
mortagee. 

4. The mortgagee “affirmatively ac- 
cepted the cashier’s check . . . and 
forwarded it for collection.” 

That the result was somewhat unusual 
is indicated by the court’s statement: 
“We are not unmindful of the rule that 
in the absence of an agreement to the 
contrary, the acceptance by a creditor 
of a check, whether it be a cashier’s 
check, certified check, or the debtor’s 
check, or the check of a third person, 
and the surrender of the evidence of 
indebtedness and the giving of a receipt 
do not constitute payment per se.” 
Cowen v. Indianapolis Life Ins. Co., 157 
So. (Fla.) 180. 


FEDERAL INCOME TAX ON BANKS; 
CHARGE-OFF ORDERED BY EXAMINER 


“The direction of the national bank 
examiner to write down bonds, is suffi- 
cient, under the law, to entitle a tax- 
payer to take as a deduction in its 
return the amount of the write-down so 
ordered.” The reason given by the 
examiner is immaterial. The national 
bank must comply with the order and 
nonrecognition by the Federal tax 
authorities would be unfair to such 


46 


bank; “otherwise the bank would be 
compelled to keep two sets of books, 
one, as directed by the bank examiner, 
and the other for the purpose of making 
its tax return.” 

The court made the following extract 
from Article 191 of Treasury Regula- 
tions 74: 

“Where banks or other corporations 
which are subject to supervision by 
Federal authorities (or by State author- 
ities maintaining substantial equivalent 
standards) in obedience to the specific 
orders, or in accordance with the gen- 
eral policy of such supervisory officers, 
charge off debts in whole or in part, 
such debts shall, in the absence of af- 
firmative evidence clearly establishing 
the contrary, be presumed, for income 
tax purposes, to be worthless or recov- 
erable only in part, as the case may be.” 

The last quoted provision applies toa 
bond since “‘it is admitted that a bond 
is a debt.” 

The court agreed that mere market 
fluctuations of a bond would not jus- 
tify a deduction but held that the de- 
duction here was made not because of 
such fluctuation but because ordered by 
the examiner. 

In the particular case, 

1. The bond was not in default and 
no definite information existed that it 
would not be paid at maturity. 

2. The reason assigned for the ex- 
aminer’s order was the decline in mar- 
ket value. 

3. The market value was materially 
less than the value as marked down. 
Citizens Nat. Bank v. Commissioner, 
Federal Circuit Court of Appeals, 4th 
Circuit, not yet reported. 


CONTRACTS DURING EMERGENCY 


This publication in February 1934 
interpreted the decision of the United 
States Supreme Court in Home Build- 
ing and Loan Association v. Blaisdell, 
290 U. S. 398, 54S. Ct. 231, 78 L. Ed. 
413, 88 A. L. R. 1481, holding that the 
Minnesota statute relating to the tem- 
porary extension of a mortgagor’s right 
of redemption from a foreclosure sale 
did not violate the Federal constitu- 
tional prohibition against state legisla- 
tion “impairing the obligations of con- 
tracts”. Such decision by the highest 
court in the land does not necessarily 
mean that state moratory legislation is 
valid because, 

1. Such a statute may so differ from 
the carefully restricted Minnesota stat- 
ute that the Federal Supreme Court 
would strike it down, or 

2. The state courts may give a more 


strict construction to a state constity- 
tional prohibition against a law impair- 
ing the obligation of contracts, or 

3. The statute may violate some 
other constitutional provision. 

The Texas Supreme Court unani- 
mously held void a statute under which 
a mortgagor might delay foreclosure 
(Travelers’ Ins. Co. v. Marshall, 76 
S. W. (2d) 1007) and “an Anti-Defi- 
ciency Judgment Law”, entitling a 
mortgagor of realty to credit for the 
value of the mortgaged property if this 
were more than the foreclosure sale 
price. Langever v. Miller, 76 S. W. (2d) 
1025. 

The Texas court made clear its opin- 
ion that despite “industrial depression 
or emergency periods”’, “‘moratory legis- 
lation of almost every conceivable 
type” is void. A provision that the 
mortgagor shall pay the rental value of 
the mortgaged property will not save a 
statute entitling him to a stay. “The 
court cannot be authorized to make a 
contract for the parties”, p. 1025. 

A statute affecting a creditor’s “rem- 
edies” is void as impairing the obliga- 
tion of a contract if it makes the “con- 
tract less valuable, and denies him 
lawful remedies which existed when his 
contract was made without substituting 
therefor others equally valuable and 
equally effective’, p. 1029. 


SET-OFF AGAINST UNMATURED 
OBLIGATION 


While ordinarily a bank may not set 
off an unmatured note against the 
maker’s deposit, it may by contract 
reserve such right. Updike v. Manufac- 
turers’ Trust Co., 275 N. Y. Supp. 716. 


BoRROWING BY BANK; PLEDGES; POWER 
OF CASHIER 


A BANK may borrow money “without 
express authority therefor, whenever 
the nature of its business may render it 
proper or necessary”. Such power may 
be exercised by its cashier who may 
also pledge its assets for a contempora- 
neous loan, to secure an extension of an 
indebtedness, as a substitution for other 
pledged paper falling due, or to comply 
with an agreement that collateral of 
specified value as compared with the 
indebtedness should be maintained. He 
may also indorse and transfer to the 
creditor a renewal note when the origi- 
nal note pledged was returned to the 
debtor for collection or renewal. Hamil- 
ton Nat. Bank v. Lerman, 157 So. 
(Ala.) 75. 
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Events And Information 


The Bank Bill 


S. HECHT, President of the 

American Bankers Association, 

appointed a special committee of 

the Association to confer with leaders of 

Congress and Administration officials in 

regard to changes in the proposed Bank- 
ing Act of 1935. 

This committee consists of Mr. 
Hecht; Robert V. Fleming, First Vice- 
President, American Bankers Associa- 
tion, and president, Riggs National 
Bank, Washington, D. C.; Tom K. 
Smith, Chairman of the Committee on 
Banking Studies of the Association, and 
president, Boatmen’s National Bank, 
St. Louis, Missouri; W. W. Aldrich, 
member of the Committee on Banking 
Studies of the Association, and chairman 
of the board, Chase National Bank, 
New York City; Ronald Ransom, 
Chairman of the Federal Legislative 
Committee of the Association and exec- 
utive vice-president, Fulton National 
Bank, Atlanta, Georgia. 

On behalf of the Administrative 
Committee of the Association, Mr. 
Hecht said: 

“The Administrative Committee and 
the Executive Committee on Banking 
Studies of the American Bankers Asso- 
ciation in joint session have made a 
careful analysis and study of the pro- 


posed banking bill of 1935. While the 
committees realize that certain pro- 
visions of Title I of the pending bill 
affect adversely the larger banks, and 
that other provisions of the bill are not 
entirely acceptable to some of the (Fed- 
eral Reserve) non-member banks, they 
believe that the aims and purposes ex- 
pressed in the provisions of Titles I and 
IIT of the bill are in the main in the pub- 
lic interest as well as in the interest of 
banking. The committees have there- 
fore, on behalf of the Association, ap- 
proved in substance Titles I and III of 
the bill. 

“Since the introduction of the bill in 
Congress the executive officers of the 
Association have conferred at length 
with leaders of Congress and adminis- 
trative heads of the Government re- 
garding the provisions of Title II. The 
Committees believe that certain con- 
structive changes should be made in 
this title. They recognize that some 
members of the Association are of the 
opinion that it would be advisable to 
postpone definite action on this title of 
the bill until such time as a more de- 
tailed and careful study of its provisions 
can be made, but the committees be- 
lieve that if the changes which they 
have in mind can be brought about 


THE SPRING MEETING 


The 1935 Spring Meeting of the Executive Council of the Ameri- 

can Bankers Association will be held April 14-17 at Augusta, 

Georgia. The meetings will take place at the Bon-Air-Vander- 
bilt Hotel, pictured below 


STRAUSS 


Tom K. Smith, Second Vice-President 

of the American Bankers Association, 

is chairman of the Association Com- 

mittee on Banking Studies. He is also 

president of the Boatmen’s National 
Bank, St. Louis 


through conferences it will then be pos- 
sible for the committees to approve the 
entire measure.” 

Accompanying this statement was 
the following resolution passed by the 
Administrative Committee :— 

“WHEREAS, the Administrative 
Committee of the American Bankers 
Association is informed that the Brook- 
ings Institution of Washington, D. C., 
has under consideration a study of the 
banking and financial system of Amer- 
ica; and 

“WHEREAS, this Committee recog- 
nizes the need for an independent, im- 
partial, and thorough investigation of 
the American banking and financial 
system; and 

“WHEREAS, The Brookings Insti- 
tution is well equipped and qualified to 
conduct such a survey and to render its 
opinion and make recommendations in 
a strictly impartial manner; Therefore 
be it 

“RESOLVED that the Administra- 
tive Committee of the American Bank- 
ers Asso- (CONTINUED ON PAGE 50) 
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WHERE DOES HE GO FROM YOU? 


When a reputable man of your community comes to you for a 
relatively small loan of extended term— what is your answer? 
If you explain to him that his loan application does not fit 


your methods of operation, where does he go? 


As we see it, the answer should be Morris Plan— which acts as 
the “personal loan department” for hundreds of successful 
commercial banks which recognize that specialization is the 


key to volume in this field; and that volume is essential to 


profitable operation with moderate charges to the public. 


MORRIS PLAN BANKERS ASSOCIATION 


with which is affiliated the Industrial Bankers Association, Inc. 


15 East FAYETTE STREET - BALTIMORE, MARYLAND 


This series of advertisements 
is sponsored by Morris Plan 
institutions in 89 cities. 
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Prudent business men, 


careful not to take un- 
necessary risks, always 
observe the old adage: 


‘‘Never give your check 
to a stranger.” 


Thoughtful bankers avoid 


preventable delay and 
needless risk of loss by 
routing their customers’ 
checks through an insti- 
tution widely and favor- 
ably known for its excel- 
lent collection facilities. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital, Surplus and Profits . . . $34,000,000 


(CONTINUED FROM PAGE 48) 
ciation expresses the hope that the 
Brookings Institution of Washington, 
D. C., will undertake an independent, 
impartial and comprehensive study of 
the American banking and financial 
system in all its phases, and the said 
Administrative Committee on behalf 
of the American Bankers Association 
pledges the aid of its members in mak- 
ing available any information which will 
facilitate such a survey.” 


Savings Conference 


Annual Eastern Savings Con- 
ference of the Savings Division, 
American Bankers Association, held 
March 7 and 8 at the Waldorf-Astoria, 
New York City, brought together a 
large number of bankers for a helpful 
discussion of mutual problems, particu- 
larly those dealing with the responsi- 
bilities surrounding investments. 

Subjects covered in the program in- 
cluded the possible effects of economic 
security legislation on the thrift habits 
of the people, personal loans, the Ten- 
nessee Valley authority as a public util- 
ity yardstick, experience with electric 
rate reduction, Federal objectives in 
utility operation, taxation and the pro- 
posed Federal banking legislation. The 
last named topic was discussed by T. J. 
Caldwell, president of the Division, and 
vice-president of the Union National 
Bank, Houston, Texas. 

Others who spoke included Henry R. 
Kinsey, president, Savings Bank Asso- 
ciation of New York State; Robert L. 
Houget, vice-president, Emigrant In- 
dustrial Savings Bank, New York City; 
Noah Lucas, president, Connecticut 
Savings Banks Association; James K. 
Steuart, treasurer, Savings Bank of 
Baltimore; John R. Burton, president, 
National Bank of Far Rockaway, Far 
Rockaway, New York; Bernard F. Wea- 
dock, vice-president and managing di- 
rector, Edison Electric Institute; C. 
W. Kellogg, chairman of the board, 
Engineers’ Public Service, Inc.; and 
Henry F. Long, Massachusetts Com- 
missioner of Corporations and Taxation. 


Safe Deposit Meeting 


Between 400 and 500 bank men and 
women are expected to attend the 
National Safe Deposit convention to 
be held June 7 and 8 at Asbury Park, 
New Jersey. An interesting program 
has been prepared for the delegates who 
will represent all sections of the coun- 
try. The host for this year’s convention 
is the New Jersey State Safe Deposit 
Association. 
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TURN 
LIABILITIES 
INTO ASSETS 
WITH NEW 


NDOUBTEDLY there are 

foreclosed properties, or pro- 
perties in the hands of your trust 
department, which are either too 
old-fashioned or too unattractive 
to produce reasonable revenue, or 
to appeal to any buyer. These 
“frozen” assets are in reality lia- 
bilities ... unless you do some- 
thing to renew their revenue- 
producing power. 

Banks throughout the country 
have found that one of the best 
ways to turn such liabilities into 
assets is to remodel the properties 
with new Pittco Store Fronts. A 
Pittco Store Front, smart, modern, 
appealing, will do more than any- 
thing else to help you find profit- 
able tenants and keep them, or, if 
you desire, to sell the property at 
a profitable figure. 

Why not find out what remodel- 
ing with Pittco Store Fronts can 
mean to you in the way of im- 
proving or conserving the revenue- 


Carrara Structural 
Glass 


Pittco Store Front 
Metal 


ITTCO 
STORE FRONTS 
metal. 


PRODUCTS OF 


AFTER: Then it was remodeled with a new Pittco Store Front. . 


BEFORE: This bank, in Wilkes-Barre, Pa., 
combined with another institution, leaving this 
extremely valuable property vacant and unprofit- 
able. The property was a liability to the bank 
which owned it. 


- transformed into an 


ideal location for retail stores. Nowthe entire building is rented and producing finerevenue. 


This is typical of what Pittco Store Fronts 


producing power of the real estate 
properties which you handle? We 
believe you will be interested in 
our booklet ‘*How Modern Store 
Fronts Work Profit Magic”, which 
contains complete information 
about Pittco Fronts, numerous 
photographs of Pittco-remodeled 


Pittsburgh Paint 
Products 


Polished Plate 
Glass 


can do to turn liabilities into assets. 


store fronts of many types and 
sizes, the construction costs of 
fronts pictured, and resulting busi- 
ness increases. By looking through 
this book you can get an approxi- 
mate idea of the cost of remodeling 
your store properties. Merely sign 
and mail the coupon for your copy. 


Pittsburgh Plate Glass Company, 
2355 Grant Building, Pittsburgh, Pa. 
Please send me, without obligation, your new book 


entitled “How Modern Store Fronts Work Profit 
Magic”: 


Name 


PITTSBURGH 
PLATE GLASS COMPANY 


Pittsburgh Mirrors Tapestry Glass 


Street 


City 
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The 
CUSTOMER’S 


Business 


Phases of Bank and 


Community Team Work 


FROM THE CLEVELAND TRUST COMPANY 


ANK lobby or window displays of 
customers’ goods and services 
are subject to innumerable varia- 

tions. 

Although many banking institutions 
have found the practice unfeasible, 
others are enthusiastic supporters of 
this method of customer cooperation, 
reporting that it is a builder of customer 
relations and public interest and that 
it is a distinctly progressive community 
undertaking which has excellent pub- 
licity value from the standpoint of the 
bank as well as the depositor. 

In a large number of instances it has 
been tried for varying periods of time. 
Some banks, including institutions in 
larger cities, find that they have 
enough material for continuous exhibits 
over a term of months or even years. 

The division between lobby and 
window as a location for the displays is 
virtually equal. Selection depends in 
large measure on the physical layout of 
the premises, so that the choice rests 
with the individual bank. Institu- 
tions having limited lobby space may 
find their windows adaptable and vice 
versa. Also, the practice is well distrib- 
uted geographically and there seems to 
be no difference in the experience of 
banks as among East, West, North and 
South. 

Lobby exhibits, of course, are seen 
only by persons who come into the 
bank, whereas window displays attract 
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the attention of passers-by. There are, 
no doubt, special advantages in each, 
but the main purpose—an expression of 
good will and of a desire to help the cus- 
tomer—is the same in both cases. 

A large bank in a Pacific Coast city 
has been permitting the use of window 
space in one of its branches for the past 
20 years. A member of the staff devotes 
virtually all of his time to contacting 
local business men who may wish to 
make displays in one or more of the 13 
windows available. The only require- 
ment is that the products placed on 
exhibition be of a size and nature that 
will make an attractive showing. The 


The Ha tley-D 
SINGLE 


bank’s respresentative does the arrang- 
ing. 

“The chief benefit,” this institution 
reports, “is in increased good will from 
the local business community. We be- 
gan this plan in 1915 and have contin- 
ued it ever since.” 

In a small Eastern city a bank some 
time ago set aside space in its lobby 
for the display of locally made prod- 
ucts. It obtained, readily enough, the 
cooperation of the town’s manufac- 
turers and then, at its own expense, 
published in the newspaper an article 
on the various businesses, including a 
history of each. (CONTINUED ON PAGE 54) 
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WANTED: 


a synonym for the word 


AUCTIONEER 


A Duncan Fyfe table ... a 
Ben Marshall sporting scene 

. a Numdah rug from 
Kashmir... . 


Plenty of people can tell 
you, on hearing these names, 
that you have something of 
value. But how many can go 
through a miscellaneous as- 
sortment of good, mediocre, 
and valueless furniture of a 
large estate — sort and classify 
and appraise — and liquidate 
at prices far higher than you 
expected? 


How many auctioneers can 


do this? 
eee 


The House of Cook is a firm 


C. LAWRENCE COOK 
President 
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of auctioneers — but auction- 
eers so utterly different from 
any others you have encount- 
ered that there should be a 
synonym for the word auction- 
eer. Cook operates on a nation- 
wide scale — working to a large 
extent with banks and trust 
companies in the intelligent 
disposal of rugs, furniture and 
art — which in many cases 
yield more cash to the estate 
than does the realty involved. 


Cook executives know con- 
ditions in every state from 
actual experience... their 
methods are suited to today’s 
outlook. They know that there 


is still a market for fine things 
—and are constantly turning 
items which were believed val- 
ueless to estates, into substan- 
tial cash sums. 


Cook representatives cover 
such a wide area that we shall 
be glad to have one of them 
call upon you — advise you in 
regard to any estate furnish- 
ings which you wish to liqui- 
date — and without the slight- 
est obligation on your part. 


In a word, we are operating 
auctions successfully, without 
cheap or sensational methods, 
in these times as well as we did 
in the late ’twenties. 


Inquiries are cordially invited from Bankers, Attorneys, 


and Executors. 


We have served hundreds of Banks and 


thousands of retail furniture stores. References are yours 


for the asking. 


C. LAWRENCE COOK 
COMPANY, INC. 


AUCTION HEADQUARTERS AND MAIN OFFICE 


Clark Building 


Pittsburgh, Penna. 


Phone: Atlantic 1501 
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(CONTINUED FROM PAGE 52) 

The bank announced that during 
such-and-such a week the products of 
the particular company would be 
shown in the lobby. The maker supplied 
and helped arrange the material. 

“The scheme was very acceptable 
and we think it was kindly received by 
the people,” the bank says. ‘We were 
able to interest only a few who were not 
customers of our bank, although we 
offered the service to all of our indus- 
tries. Some of them may have thought 
we were endeavoring to create an 
obligation.” 


A SOUTHERN BANK 


For a number of years a Florida bank 
has allowed local business men and 
manufacturing concerns to show their 
wares, where practicable, in its lobby 
and also in the window. When the na- 
ture of the display was such that special 
protection was advisable, the goods 
were put in a glass show case. 

The bank, however, attempts to con- 
fine these exhibits to material that has 
educational or civic significance, such 
as items that tell a story of the town’s 
payrolls. The officer now in charge of 
this service got his idea while working as 
public relations officer for a bank in 
another city several years ago. In mak- 
ing an industrial survey for the chamber 
of commerce it occurred to him that cer- 
tain commodities, samples, models, etc., 
could be used effectively in a bank lobby 
display. With these items were assem- 
bled facts and figures pertaining to the 
industry whose products were featured, 
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FROM THE CORTLAND (NEW YORK) TRUST COMPANY 


and the result was an interesting sum- 
mary of the city’s industrial life. Until 
the display was shown not even the 
chamber of commerce realized that 
the city’s industrial payroll exceeded 
$1,000,000. 

A novel variation of public relations 


promotional activity which is interest- 
ing its community is being used by a 
bank in Montana. 

“At the moment,” it reports, “we 
are successfully developing what seems 
as worth while an undertaking as we 
have ever made. Through the press we 
appealed to the people to bring in old 
magazines, stating that we would dis- 
tribute them first to the hospitals and 
the relief and farm agencies, inviting 
the public to help itself to the remainder. 

“The magazines are coming in, all 
right. The donors are seriously interest- 
ing themselves in our project, feeling 
that they are part of a helpful commu- 
nity service. 

“Several people, who have no other 
relations with us, enter the bank each 
week to leave magazines.” 

The same bank a few years ago al- 
lotted a corner window for the display 
of merchandise. The window was 
well lighted, which made it serviceable 
in the evening. Each week saw a differ- 
ent exhibit—furniture, tires, groceries, 
meat, automobiles. The exhibitors vied 
with one another in preparing their 
material, with the result that the win- 
dow was used most effectively. Whole- 
sale trade journals printed pictures of 
some of the displays. 
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Another 
Burroughs 


Development 


Burroughs developed this machine 
and all its advanced features to at- 
tain maximum speed, simplicity and 
economy on all bank adding. This 
includes interior proving, transit 
letter writing, running of old and 
new balance proof and running of 
trial balances. Thus every bank can 
obtain the machine’s advantages 
on all this work with a minimum 
investment. Ask the nearest Bur- 
roughs office for a complete demon- 
stration of its many uses and its fast, 
efficient operation. 


BURROUGHS ADDING MACHINE CoO. 
DETROIT, MICHIGAN 


Burroughs 


Bookkeeping + Calculating + Billing Machines 
Typewriters + Cash Registers + Posture Chairs 
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3) TERION PROOF DEPARTMENT BATCH SHEET 


Full standard keyboard for fast listing of amounts, 
Ciphers print automatically. 


Duplex feature to add two sets of figures at the same 
time with separate total of each set; or to add groups of 
figures and furnish group totals and grand total, 
without relisting. 


Prints two original tapes or original tape and original 
wide sheet, without carbon paper. 


Instant error correction, because keyboard is flexible. 


Totals, non-added items and transit item descriptions 
printed in red. 


Automatic carriage tabulation for transit letters. 


Detailed totals or sub-totals printed by depressing 
only one key. 


Two or more numeral keys and motor bar ean. be 


High speed operation. 


Automatic counter shows volume of it 


Visible adding dials and visible printing of amounts. _ 


f 
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One Bank’s Successful 


Radio Selling Program 


HERE are bankers who still be- 

lieve that the selling of bank serv- 

ices is vastly different from. the 
sales problems of merchants, theater 
managers or other commercial enter- 
prises. 

When analyzing the sales difficulties 
which confront a banker and those 
which puzzle the merchant, very little 
difference is found. Each must first at- 
tract his customers with goods or serv- 
ices that will be of value to them. Each 
must hold these customers by serving 
them satisfactorily and by meeting 
their every wish and desire as far as pos- 
sible. The only factor that does not 
enter into the banking field to any ex- 
tent is price competition; otherwise, the 
problems of both are identical. 

Spokane’s First National Bank has 
been a firm believer in financial ad- 
vertising for years, and it believes that 
it gets full value for every dollar spent 
for that purpose. It has been the policy 
of the bank for many years to publish 
informative newspaper advertisements 
with consistent regularity. This was the 
bank’s display of its “goods” which has 
proved over a period of time to result in 
substantial new business gains. It is true 
that it is impossible to trace results 
directly to specific advertisements in 
the banking field, but the cumulative 
effect brought about by the constant 
public appearance of a firm’s name in an 
attractive but dignified manner cannot 
help but result in prestige for that firm, 
regardless of whether the ad copy is 
read. 

Radio, however, presented a much 
different picture. Direct results have 
been traced to specific programs at 
Spokane’s First National, results which 
immediately repaid the bank for the 
cost of the broadcast in addition to 
creating good will among present and 
prospective depositors. 

Radio advertising has much in com- 
mon with newspaper publicity. On the 
air one buys time; in the paper, space. 
It is what fills the time or space that de- 
termines whether a bank’s expenditures 
for advertising are well made. 

When broadcasting was originally 
proposed to the First National, radio 
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BANKS must aim their advertis- 
ing in two directions: at the gen- 
eral public, including present and 
prospective customers, and at 
other banks. The printed page, of 
course, is the accepted medium 
for reaching the latter. 

In this article Joseph F. Corne- 
lius of the First National Bank 
in Spokane, Washington, tells 
how his institution is advanta- 
geously supplementing its adver- 
tising by use of the radio, thereby 
establishing new contacts and 
strengthening old ones. 


was still in its infancy. No great effort 
was made by the stations to see that an 
advertiser profitably utilized the time 
he purchased. 

First National attempted to sponsor 
a broadcast several years ago. I say 
“attempted” advisedly, because this 
broadcast had no particular appeal. 
When contrasted with the fine pro- 
grams which were just beginning to ap- 
pear on the networks, it was quite a 
sorry presentation. 

The year 1934 brought a much dif- 
ferent story. Radio stations gradually 
began to appreciate that it was not just 
time on the air they were selling, but 
that they were responsible for the suc- 
cess of the radio selling efforts of their 
advertisers. Accordingly, studio staffs 
were selected and trained to help ad- 
vertisers obtain definite results from 
the money expended in broadcasting. 

It was in cooperation with the studio 
staff of Station KHQ in Spokane that 
the First National Bank recently de- 
veloped a radio selling program so dif- 
ferent from its original attempt that 
there is no comparison between the 
two, a program that has been found 
productive of worthwhile results. 

A newspaper campaign was planned 
which tied up events of the early days 
in the “Inland Empire” with the de- 
velopment of the bank, and this cam- 
paign was supplemented by a radio 


presentation, “The Romance of 
Achievement”’. So far as possible this 
was designed to meet the standards set 
by network programs. The finest local 
talent was selected for the “symphony 
of strings” which provides a musical 
setting, augmented by the KHQ organ. 

“The Romance of Achievement”’ is a 
narrative story presented by the an- 
nouncer featuring each time theachieve- 
ments of a firm, local or national, that 
has been a pioneer depositor with the 
First National Bank. Each story is pre- 
pared from personal interviews with 
leading officers of the featured concern. 

The program has been successful for 
several reasons. Among them might be 
noted: 

(1) Much good will has been ob- 
tained from large depositors because 
they cannot but be pleased that their 
bank is spending its money to advertise 
them and their successes. 

(2) Each firm is asked to inform its 
employees that it is to be featured in a 
First National broadcast, and many 
employees’ accounts have been directly 
traced to this fact. 

(3) The bank is exceedingly fortu- 
nate in having a large number of ac- 
counts representing substantial business 
interests of the city. The fact that these 
firms bank with the First National is 
creating prestige for the bank in the 
public mind. 

(4) It is often possible to present a 
much longer commercial message over 
the radio than by newspaper and, ac- 
cordingly, the bank can deliver a mes- 
sage that would be unread except by a 
small minority in printed mediums. 

(5) The program presents informa- 
tion rich in interest to residents of 
Spokane and the “Inland Empire ”’. 

So many favorable comments have 
been received on these programs that 
we know money used for radio is well 
spent. New customers have mentioned 
hearing a broadcast. Accounts of em- 
ployees of featured firms have come in 
shortly after the programs. A wealth of 
good will has been built up among these 
firms, many of whose accounts are 
worth in a year’s period several times 
the cost of the broadcasts. 
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DECEMBER 31, 1934 


NEW YORK LIFE INSURANCE COMPANY 


A MUTUAL COMPANY FOUNDED IN 1845 INCORPORATED UNDER THE LAWS OF THE STATE OF NEW YORK 


To the Policy-holders and the Public:— 


On the occasion of the ninetieth annual report of the 
New York Life, it is fitting to review briefly its record of 
accomplishment since it began business on April 12, 1845. 


Founded when this country was young and sparsely 
settled, the New York Life has forged steadily ahead, 
spreading the benefits of its protection over millions of 
people and contributing, through the investment of its 
funds, to the Nation’s development. Having always been 
a mutual company, it has declared over one billion dollars 
in dividends payable to policy-holders. Since 1845 it has met 
every obligation through every panic, war and epidemic. 


During the past year the Company paid or credited 
$157,000,000 to living policy-holders, and $70,000,000 to 
the beneficiaries of those who died. 


The Company’s assets were $2,109,505,224 at the close 
of 1934, an increase of $98,562,112 over the previous year. 
The gain in assets during the single year 1934 is greater 
than the total amount which the Company accumulated 
in assets during the first forty-four years of its history. 


During the year 1934 our investments in Government, 
State and Municipal Bonds increased $146,918,786. A de- 
crease of $17,000,000 in policy loans and an increase of 
over $60,000,000 in new insurance issued during the year 
reflect the general improvement of business in 1934. 


The following table shows the diversification of the 
Company’s assets at the end of 1934. All bonds eligible 
for amortization are carried at their amortized value de- 
termined in accordance with the law of the State of New 
York. All other bonds, including bonds in default, and all 
guaranteed and preferred stocks, are carried at market 
value as of December 31, 1934. 


. Policy Loans 


Per Cent of 

Assets each item to 

Dec. 31, 1934 ‘Total Assets 

Cash on Hand or in Bank i 449,562.46 


United States Government, direc 
or fully guaranteed Bonds +08, 726,056.38 


State, County, Municipal Bonds. . 191,270,360.25 
Public Utility Bonds 159,151,938.01 
Industrial and Other Bonds...... 21,670,306.29 
341,910,539.57 

44,445,022.61 

Foreign Bonds 2,067,183.26 
Preferred and Guaranteed Stocks. 69,610,789.00 
Real Estate(Including Home Office) 97,212,901.52 
First Mortgages, City Properties. .459,805,821.86 
First Mortgages, Farms 12,527,521.11 
396,467,101.27 
Interest & Rents Due & Accrued.. 31,877,282.34 
Other Assets 36,312,838.44 


TOTAL ASSETS $2,109,505,224.37 


The liabilities of the Company, which include reserves 
to meet all contractual obligations, were $1,994,134,579. 

Included in liabilities, the Company has set up a Special 
Investment Reserve of $28,000,000 not required by law, 
and reserves of $45,734,207 for dividends payable to 
policy-holders in 1935. 

Surplus funds reserved for general contingencies on 
December 31, 1934, amounted to $115,370,645. 

Total insurance in force, represented by 2,649,953 poli- 
cies, was $6,661,514,072. The total new paid for insurance 
in 1934 was $440,000,000. In addition, men and women 
paid $45,000,000 to the Company for annuities to provide 
a guaranteed life income. 

April 12, 1935, marks the Ninetieth Anniversary of the 
New York Life. In view of its financial strength and its 
long record of fidelity in the fulfillment of its obligations, 
this mutual company continues to merit the confidence 
and patronage of its policy-holders and the public. 


uc, 


President 


A more complete report listing the securities owned by the Company, together with an illustrated booklet describing the 
Company’s ninety years of service to policy-holders, will gladly be sent upon request. Write to the Company’s Home 
Office at 51 Madison Avenue, New York, or to any of its Branch Offices throughout the United States and Canada. 


BOARD OF DIRECTORS 


JAMES ROWLAND ANGELL 
President, Yale University 
New Haven, Conn. 
NATHANIEL F. AYER 
Treasurer, Cabot Mfg. Co. (Textiles) 


NICHOLAS MURRAY BUTLER 
President, Columbia University 


CHARLES A. 
Chairman of Boa: 
Cannon Mills Co. 


ARTHUR A. BALLANTINE 
Lawyer, Root, Clark, Buckner & 
Ballantine 

CORNELIUS N. BLISS 
Chairman of Board, 

Bliss, Fabyan & Co. 

HENRY BRUERE 
President, Bowery Savings Bank 

MORTIMER N. BUCKNER 


Chairman of Board, 
ew York Trust Co. 


THOMAS A. BUCKNER 
President 
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Kannapolis, N. C. 


GEORGE B. CORTELYOU 
President, Consolidated Gas Co, 


WILLIAM H. DANFORTH 
Chairman of B 
Ralston- Purina C Cot 
St. Louis, Mo. 


ROBERT E. DOWLING 
President, City Investing Co. 


JAMES G. HARBORD 


Chairman of Board, 
Radio Corporation of America 


CHARLES D. HILLES 
Resident Manager, New York State 
Employers’ Liability Assurance Corp. 


HALE HOLDEN 
Chairman of Southern Pacific Co. 


HERBERT HOOVER 
Former President of United States 
Palo Alto, California 
(Elected January 9, 1935) 


ALBA B. JOHNSON 
Philadelphia, Pa. 
(Died January 8, 1935) 


PERCY H. JOUNSTON 
Chairman of Bo 
Chemical Bank Co. 
WILLARD V. KING 
Retired 


GERRISH H. MILLIKEN 
President, Deering, Milliken & Co. 


FRANK PRESBREY 
Chairman of Boa 
Frank Presbrey Advertising 


ALFRED E. SMITH 
‘ormer Governor, 
State of New York 


J. BARSTOW SMULL 
President, 
J. H. Winchester & Co. 


PERCY S. STRAUS 
President, R. H. Macy & Co., Inc. 


WATTS 
Chemical Bank & Trust Co. 


9.89 
9.07 
1.03 
16:21 
2.11 
10 
3.30 
4.61 
21.80 
18.79 
1.51 
1.72 
| 
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A Bank for Women 


IEN years of successful operation 

have recently been completed by 

the only banking institution in 
China in which a majority of the stock- 
holders, staff and customers are women 
and girls. 

The manager of the bank is a woman 
and it was originally intended that it 
would be wholly operated by women, 
with women as sole customers. Today 
the Women’s Commercial and Savings 
Bank of Shanghai has relaxed these 
rules somewhat, but it remains a unique 
and predominantly feminine institution. 

Established in a rented building in 
1924 with a capital of half a million Chi- 
nese dollars, at that time perhaps $250,- 
000 in American currency (exchange has 
fluctuated widely during the interven- 
ing years), this bank has prospered con- 
sistently, in a conservative way, and it 
now occupies a site of its own at 392 
Nanking Road, chief business thorough- 
fare of Shanghai’s International Settle- 
ment. 

The bank erected its own building at 
a cost of around $30,000, which in 
Shanghai will buy a lot of fine modern 
construction, and it moved in during 
December of 1930. 

Miss S. W. Nyien, daughter of a well 
known Shanghai business man, is man- 
ager of the institution and her policy is 
one of almost extreme conservatism 
which appears well warranted in view of 
the numerous recent failures of Chinese 
banks in Shanghai under influence of a 
tight money market and restricted ex- 
ports, due in large part to the American 
silver purchase program which has dis- 
tressingly inflated the Chinese silver 
dollar and caused the National Govern- 
ment to clap down an export duty prac- 
tically amounting to an embargo. 

In spite of the hard times current in 
Shanghai during the past year, the bank 
earned a net profit of the equivalent of 
more than $8,000 and it has deposits ex- 
ceeding $2,350,000. 

The Women’s Commercial and Sav- 
ings Bank is operated by a staff of over 
50 persons, two-thirds of whom are 
women and girls. Its activities are 
mainly confined to Shanghai and there 
are no branches elsewhere, nor is there 
any desire to open such branches, due to 
the difficulty in keeping close supervi- 
sion, which is deemed necessary in 
China’s troubled financial waters. 

The small banking hall is compact 
and efficiently run by a well trained 
staff, and its modern appearance and 
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the precision with which operations are 
conducted compare favorably with any 
larger institution in Shanghai. All types 
of commercial business are transacted, 
in addition to the work of the savings 
department. 

While the bank is not large by com- 
parison with its numerous big competi- 
tors, it has earned official recognition 
and is registered under the banking law 
of the national government at Nanking. 
It is also a member of the Joint Reserve 
of the Shanghai Bankers’ Association. 

Strict avoidance of risky speculative 
operations and adherence to a policy of 
small but sure profits from safe, con- 
servative business will be the policy of 
this women’s bank during its eleventh 
year and as far in the future as can now 
be seen, according to its officials. They 
say they have no ambitious plans, but 
purpose to steer a careful course for the 
benefit both of stockholders and of the 
thousands of women depositors who 
have manifested their faith in the insti- 
tution. 

RANDALL GOULD 
Shanghai Evening Post 
Shanghai, China 


Service to 


IHERE was a vice-president of a 

New York bank who was soliciting 
the account of a chemical company in 
the South. He was most cordially re- 
ceived by the company’s officers and 
having been shown through the plants 
he was given an opportunity to discuss 
the services of his bank and its various 
features. After a sojourn of several days 
he came North to await the effect of his 
visit. 

Hearing nothing, he revisited the con- 
cern three months later. Again the 
courtesies and the dinners; yet, he was 
allowed to depart with the words: 
“Come and see us again sometime.” 
Three months elapsed without word re- 
garding the account. The banker hur- 
ried South, but this time all the officers 
were busy and could not be disturbed; 
when he left he felt that the company 
was definitely off his list of prospective 
clients. 

Discussing this incident later with 
some friends, the vice-president learned 


Customers 


wherein he had failed. Said one of his 
companions: “You know of the Sino- 
Japanese War in 1932 and that from 
China comes most of the menthol used 
by this company in manufacture of its 
products. Did you offer the services of 
your foreign correspondents in the Far 
East to facilitate the shipments of men- 
thol and offer to clear their documents 
here for them?” 

Another said: “A certain bank in 
South Carolina happened to fail the 
week you were down there on your sec- 
ond trip. This chemical company was 
the largest depositor the bank had and 
its funds were tied up for nearly a year. 
Did you offer to advance them funds to 
meet current payrolls and expenses?” 

Officers in charge of new business 
must have a technical knowledge of 
business, the keen sense of appreciation 
and artistic ability of the advertiser and 
wide information as to financial, eco- 
nomic, and political trends. 

Henry F. Kotter 
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The Sale 
of Credit 


ip of the technical problems of 
bank management is that of ob- 
taining new business. The solution to 
this problem lies in having a person at 
the head of the development depart- 
ment who is a sales manager in every 
sense of the word. Point out one busi- 
ness or industry dealing with the public 
that does not have a sales manager 
whose job depends upon increasing the 
sales of the company’s product at a fig- 
ure commensurate with the purchasing 
power of the public. 

Banks are semi-public businesses 
whose sales are credit. Out of the profit 
for the sales of credit (interest) the own- 
ers are paid. The trouble arising from 
the new business angle of the banking 
field is that the banks have no policy, 
but adopt a rather hit-or-miss method. 


COMPLEXES 


THE big reason for this lies in the fact 
that banks are and have been infected 
with a “buyer’s complex”, never with 
the “seller’s complex’’. We are aware of 
these complexes—the buyer, cautious 
against fraud and cheating; the seller, 
pointing out the desirable features and 
glossing over the defects and shortcom- 
ings. This attitude won’t do. Banks 
should be obliged to sell their credit on 
the same basis as the solicitation of new 
accounts. Bankers have pursued a 
course of light-heartedness and high- 
hattedness. A client has had to sell him- 
self to the bank rather than have the 
bank sell itself to him. 

Credit should be sold to clients as 
commodities are sold to customers, and 
just as forcibly as other services which 
the bank stresses. Credit should be con- 
sidered an integral part of the new busi- 
ness development of the banks. 

In addition to the usual credit depart- 
ment function of fact-gathering regard- 
ing prospective clients, it should include 
a research organization to enable the 
personnel to study economic conditions 
of customers and to analyze the condi- 
tions and forces effecting their busi- 
nesses. The department should provide 
coérdination by means of sales manager 
tactics, familiarity with customers and 
their requirements. Its personnel should 
be composed of experienced commercial 
business and advertising men because 
of their ability to view the customer’s 
problems and offer a feasible solution. 

Henry F. 
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bine New York banks that 
use Ediphone Voice Writing 


Service find a 20% to 50% gain 
in the business capacity of 


their Dictators. 


And that is the experience of 
banks in every city! Dictators in 
all departments think once... 
write once...at once. No wait- 
ing for assistance! They simply 
turn to Pro-technic Ediphones 


and talk.. 
they do to their telephones. And 


. at any time, as 


business capacity increases. 


Pro-technic Ediphones are now being 
used in the following departments of 
banks: 
Adjustment 
Advertising 
Coupon Paying 
Corporate Trust 
Credit & Collection 
Foreign 

Foreign Collection 
Income Tax 
Investigation 


Investment Service 
Investment Trust 

New Business 

Personal Loan 

Personal Trust 

Real Estate & Mortgage 
Reorganization 
Statistical 

Transfer 


TELEPHONE THE EDIPHONE, YOUR 
CITY—Find out what the new Pro-technic 
Ediphone will do in your bank! Or mail the 
coupon. An Edison survey of dictation prob- 
lems in any or all departments will be made 
—without obligation. There's a 20% to 50% 
dividend waiting for you. Cash it—today. 


fno- 
Ediphone 
THE COMPLETELY ENCLOSED 

DICTATING MACHINE 


in 20% 50% 4 
| 
| pividend increase 4 
to banking institutions 
by 
| 
aA. 
| 
& 
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Premier Bennett 


NOTHER milestone in Canadian 
financial history was passed on 
March 11 when the Bank of 

Canada opened for business. This is 
Canada’s new central banking institu- 
tion, the establishment of which, having 
been decided upon by Premier Bennett 
and his cabinet soon after the London 
Economic Conference of 1932, went 
ahead with despatch, as the following 
review of the main steps shows: 

July 31, 1933: Royal Commission on 
Banking and Currency in Canada ap- 
pointed by Dominion Government. 

September 27, 1933: Royal Commis- 
sion on Banking and Currency in 
Canada presents report favoring estab- 
lishment of a central bank. 

April-June, 1934: The Bank of 
Canada is incorporated by Parliament 
of Canada along lines recommended by 
the Commission. 

March 11, 1935: The Bank of Canada 
opens for business. 

Under the terms of the act of incor- 
poration, the government had the power 
to appoint the officers of the bank for 
its initial operation, and the principal 
appointments were made at various 
dates in recent months. 

The directors and principal officers 
are as follows: 

Directors—William K. McKean, 
Halifax, Nova Scotia, and Robert A. 
Wright, Drinkwater, Saskatchewan, rep- 
resenting primary industries; William 
D. Black, Hamilton, Ontario, and Rob- 
ert J. Magor, of Montreal, Quebec, 
representing commerce; Joseph Beau- 
bien, Montreal, Thomas Bradshaw, 
Toronto, and W. C. Woodward, Van- 
couver, representing other occupations. 

Chairman of the board: Thomas 
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The Bank 


of Canada 


By W. A. MCKAGUE 


Bradshaw of Toronto, an outstanding 
figure in Canadian finance. 

Governor of the bank: Graham F. 
Towers, formerly assistant general man- 
ager of the Royal Bank of Canada, one 
of the most brilliant of the younger 
Canadian bankers. 

Other officers: Deputy Governor, 
J. A. C. Osborne, formerly secretary of 
the Bank of England, a senior man 
thoroughly experienced in central bank- 
ing; assistant deputy governor, Leo 
Saint Amour, formerly manager of the 
foreign business department of the 
Banque Canadienne Nationale, the 
leading French-Canadian bank; chief 
of securities division, K. A. Henderson, 
formerly of Collier, Norris and Hender- 
son, Ltd., investment dealers of Mon- 
treal and Toronto. 

The head office of the bank is in 
Ottawa, where it is the intention that a 
separate building for the institution will 
be erected later. Branches of the bank, 
replacing former offices of the “assistant 
receivers general” who in the past at- 
tended to note issues and redemptions 
of the government, are located as fol- 
lows: Charlottetown, Prince Edward 
Island; Halifax, Nova Scotia; St. John, 
New Brunswick; Montreal, Quebec; 
Toronto, Ontario; Winnipeg, Manitoba; 
Calgary, Alberta; and Vancouver, Brit- 
ish Columbia. These respectively are 
the largest cities in eight out of the nine 
Canadian provinces, the ninth province 
being Saskatchewan. 

The Bank of Canada took over, as of 
March 11, all the gold in the possession 
of the Finance Department which, ac- 
cording to the statement issued by the 
latter as at February 28, totaled 
$74,573,480, of which $2,207,703 was 
held against public deposits in the 
Post Office Savings Bank, $69,439,589 
was held against government notes, and 
$2,926,188 was excess coverage. The 
government’s note issuing authority 
in late years had been rather compli- 
cated, due to successive amendments 
during the war and in later years, and at 
the 1934 session of Parliament further 
changes in authority were made to 
cover the transition period until the 
new central bank started operations. 

In place of about 40 per cent coverage 


in recent years, the bank is required to 
maintain only a 25 per cent gold reserve, 
which is the ratio accepted by leading 
nations at the London Conference; but 
any silver, foreign exchange, etc., must 
be in addition to this. 

In addition to government gold, 
provision is also made for the Bank of 
Canada to acquire gold held by the 
chartered banks, at $20.67 per ounce, 
though some of their gold held for for- 
eign account is exempt. 

With the inauguration of the bank, a 
change to smaller sized notes has also 
been made. It was settled some time 
ago that the example of the United 
States in this respect would be followed, 
but action was postponed until the new 
bank started. Now both the Bank of 
Canada and the chartered banks have 
adopted the new size. Old Canadian 
notes of both the government and the 
banks were 7% by 334 inches, with 
slight variations, while the new ones are 
6 by 2% inches; this new size is frac- 
tionally shorter but wider than United 
States notes; possibly there was an 
official fear in Canada that Ottawa 
might be accused of being dominated by 
Washington. However, the public ap- 
pears to like the smaller size and, in 
hundreds of instances, customers who 
have been tendered the new size have 
at once turned in their old notes for 
exchange. 

The new Bank of Canada notes are 
available in both English and French 
(Canada having two languages equal in 
law if not in practice), but colors and 
designs are the same for each language. 
There is a wide range of color and design 
according to denomination. Predominat- 
ing colors in the various denominations 
are: $1 green, $2 blue, $5 orange, $10 
purple, $20 deep rose, $50 red-brown, 
$100 chocolate brown, $500 sepia, and 
$1,000 olive green. 

The face of the one dollar note, bear- 
ing the signatures of the governor and 
the deputy governor, obligates the 
Bank of Canada to pay “to the bearer 
on demand One Dollar”. In view of the 
present international confusion about 
currency values and exchange rates. 
Canada has yet to decide officially just 
what it means by “one dollar.” 
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Selecting Commercial Paper 


ITH the low rates now prevailing 

in the money markets care in se- 
lecting commercial paper is of unusual 
importance and bankers are attempting 
to find specimens of this high grade in- 
vestment that will yield a maximum in 
safe returns. 

By reason of its substantial purchases 
of commercial paper the method of se- 
lection suggested by one bank of me- 
dium size is of particular interest and 
may prove to be of practical use in 
other institutions. 

Although, for the sake of efficiency 
and economy, the country banker 
largely delegates the actual paper pur- 
chasing to his correspondent bank, final 
judgment must always rest with him 
and his own approval will usually be 
forthcoming before the lapse of the cus- 
tomary 10-day period of grace granted 
by the paper dealers. In this respect the 
problems of the country banker are 
therefore essentially similar to the prob- 
lems of his colleague in the larger city. 

The banker must be thoroughly fa- 
miliar with total loans already made by 
his bank in various lines of business. 
He should try not to overload in any one 
particular industry and should endeavor 
to obtain an assortment of names of 
moderate amounts, distributed as to 
maturities and diversified geographi- 
cally. 


REQUIRED INFORMATION 


THE paper should be self-liquidating 
and should be selected with a knowledge 
of the basic conditions surrounding the 
issuing corporation. Does the corpora- 
tion limit itself to the manufacture of a 
single product, does it cater to luxury 
or fashion markets, or does it handle a 
diversified number of articles for which 
there is always a steady demand? And 
it goes without saying that the pur- 
chaser of the paper must keep himself 
informed on general business conditions 
in those sections of the country which 
contribute to the business of the maker 
of the paper. 

The credit department of the bank in 
question maintains a comprehensive 
file of material relating to the corpora- 
tions in whose paper the bank invests 
its available funds. Several years of 
audited financial and profit and loss 
statements, brought together for the 
sake of comparison, a record of opera- 
tions, an appraisal of liquid assets and 
total inventories, an analysis of possible 
liens and liabilities, a history and other 
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pertinent information are clipped in 
convenient folder form, one of which is 
designated for each paper-issuing cor- 
poration. 

Factual information is provided 
through the services of one or more dif- 
ferent national credit organizations and 
is frequently brought up to date by the 
discount houses and paper dealers. 
Character endorsements are obtained 
from other banks which have business 


relations with the maker of the paper. 

When a dealer obtains some paper 
from a client corporation he offers it to 
the interested banks. Simply by check- 
ing up on his commercial paper hold- 
ings, on the folder of information on the 
corporation, and on an appended table 
giving a record of previous purchases of 
paper of the corporation in question, the 
bank is in a position to make an imme- 
diate and accurate decision. 
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‘iw accumulated experi- 
ence of The First National 
Bank of Chicago covers more 
than seventy years. 


The 


Divisional Organization since 
1905 has developed direct 


contacts between officers of 
the bank and its customers. 


Correspondent banks have 
found the relationships 
under the plan both pleasant 
and profitable. 


The First National 
Bank of Chicago 


Charter Number Eight 


Supply Department Procedure 


_ purchase of supplies in a bank 
may seem, at first glance, to be a 
routine procedure, but when account is 
taken of the large amount of money 
which banking institutions spend annu- 
ally for the articles necessary to the 
conduct of business, the importance of 
careful buying is readily recognized. 
Many banks find it necessary to 
place the handling of supplies under a 
special department, operating under the 


direction of a purchasing expert. Buying 
methods seem to be fairly well stand- 
ardized, but the alert and capable sup- 
ply officer adapts systems to fit the 
needs of his institution and usually 
works out some ideas of his own. He is 
an invaluable member of the staff, espe- 
cially in these days of expense paring. 
The practice of keeping an inventory 
index is rather general. By this means 
an accurate control on the use of ma- 


CuENSCIKS are always taking chances 


As many as 23 separate hands, most of them belonging to strangers, 
may pass a check en route from maker to bank. Anything may happen to 
that check. Each pause is a hazard to the depositor and to the bank on 
which the check is drawn. 


Thousands of checks are stolen from the mails and cashed with forged 
endorsements. Unknown payees may raise the amount, or keep the in- 
strument for future duplication. Lost checks, too, often fall into criminal 
hands. These and other risks surround the instrument in transit to the bank 
—dangers outside the control of the most methodical inside precautions. 
Bankers have much to gain by recommending National Surety Depositors’ 

Forgery Bonds to large and small 


WRITE FOR 
‘The Prevention of Forgery 
Losses in Banks” — 


a confidential memorandum out- 
lining specific, practical safeguards 
against forgery or alteration. For 
mutual protection, please use your 
letterhead in making the request. 


depositors. This insurance not only 
covers the maker, but indemnifies the 
bank on which the check is drawn. 


Realizing the value of this twofold 
protection, many bank executives are 
cooperating with National Surety rep- 
resentatives in explaining Forgery 
Bonds to their depositors. You may 


wish to do likewise. 


There are National Surety representatives everywhere. 


Each is a specialist in 


Fidelity, Surety, Forgery and Burglary protection, thoroughly equipped to serve you. 


NATIONAL SURETY 
CORPORATION 


VINCENT CULLEN, PRESIDENT 


terials is constantly available and em- 
barrassments arising from unexpected 
shortages of such essentials as deposit 
slips or counter and cashier check forms 
are avoided. 

One bank purchasing agent who looks 
after the needs of an institution with 
many branches has devised a compact 
single form for recording supply speci- 
fications and quotation summaries. 
This form is divided into two main 
sections. The upper half contains space 
for a description of the article wanted, 
the number of the form (if it is in the 
stationery line), the quantity and date 
of the last purchase, the unit and total 
costs, the source of supply, annual con- 
sumption, the amount in stock, the new 
quantity desired and other information. 
Then follows a space in which specifica- 
tions are listed. 

The lower half of the blank provides 
a record of the bidders and their bids, 
entered by the supply officer. This 
memorandum includes the date quota- 
tions were requested, the quantity of 
the article and the price named by the 
dealer. 

The purchasing department, in solic- 
iting bids, sends out a quotation form on 
which is printed in large type: “This is 
not an order.” Bidders are asked to in- 
clude delivery in setting their prices. 


R.F.C. NOMINATION 


Hubert D. Stephens, former 

United States Senator from 

Mississippi, was nominated by 

President Roosevelt as a direc- 
tor of the R.F.C. 
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Posting Suspended Items 


CCOUNTING machinery and pro- 
cedure can never be considered as a 
finished product, and constant study is 
given by bank officers to ways and 
means of improving them. For this rea- 
son it is of particular interest to note 
what one large eastern bank has re- 
cently done in way of adopting a simple 
new accounting device. 

For some time the comptroller-audi- 
tor of the bank in question had been an- 
noyed at having his foreign department 
staff working late hours. It seemed that 
the great bulk of a day’s incoming 
cables and drafts would arrive in the 
late afternoon. In order to facilitate 
service to the foreign customers and cor- 
respondents, as weil as to attend to the 
bank’s own interests, it was necessary 
to enter these late items in the appro- 
priate books under date of receipt. As a 
consequence a number of employees 
were consistently rushed with work at 
night, while the morning staff would 
have next to nothing to do. 

After some thought it was decided to 
carry overnight for recording all late 
entry tickets and departmental proof- 
sheets. As “suspended” items they 
would be cleared the following morning 
under the date of the preceding day. 

However, in order to facilitate 


posting on the bank’s controlling gen- 
eral ledger the net credit and debit 
changes to each separate account it be- 
came essential to differentiate between 
the suspended and the ordinary trans- 
actions on these accounts. A number of 
posting machine company representa- 
tives were called in for consultation. 
But the only suggestion received was 
for alterations that would cost $100 or 
more for each machine. 


Finally, a young clerk hit upon the 
simple device of spacing with the ma- 
chines suspended items a fraction of an 
inch to the right of the column of 
ordinary items on the ledgers and state- 
ments of the individual accounts. 

For general ledger posting and for the 
maintenance of correct dates of each re- 
corded transaction in the appropriate 
department of the bank this new sys- 
tem has proved very convenient. 


Sound, self liquidating investments 


eee YUStless 


Copper and Brass 


* The home-owner who uses Copper, Brass and Bronze in 


building his home saves more money.. 


years... 
rustless metals. 


.overa period of just a few 


. than his additional original investment in these durable, 


Copper, Brass and Bronze cannot rust. Their use provides com- 


plete freedom from all repairs and replacements due to rust. And 
rust, every year, costs American property owners more than fire! 


The demonstrable investment value of rustless metals appeals 


strongly...not only to thoughtful borrowers of ‘‘building money”, 


WEIRTON CASE 


Federal Judge Nields of Dela- 
ware ruled that Section 7a of 
N.I.R.A. was inapplicable to 
companies not engaged in in- 
terstate commerce 


but to lenders on a long-term amortization basis. 


Water heaters with tanks of 
Everdur (strengthened cop- 
per) are the most durable and 
economical. Theycannotrust! 


No rust clogging or leaks 
dueto rust,when Anaconda 
Brass Pipe or CopperTubes 
are used for plumbing lines. 


Anaconda Copper for roof 
valleys and flashings as- 
sures permanent protection 
against leaks due to rust. 


THE AMERICAN BRASS COMPANY 


AnaCouA General Offices: Waterbury, Connecticut 
Offices and Agencies in Principal Cities 


ANACONDA COPPER & BRASS 


WIDE WORLD 
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Spring Modernization Loans 


ITH the arrival of Spring, the 

home modernization and renova- 
tion campaign is again being intensively 
pushed after the interruption imposed 
by Winter weather in a large section of 
the country. 

Typical of the efforts which the 
Federal Housing Administration and 
other agencies are making to expand 
what is fundamentally a banking enter- 
prise was the Greater New York Better 


Housing, Home and Building Moderni- 
zation Exposition, held in New York 
late in March under sponsorship of the 
F.H.A.’s Better Housing Committee. 
House-to-house canvasses of home 
owners have been organized to interest 
new prospects in the program and to 
remind those who have postponed 
repairs or improvements that a fresh 
season for this work is at hand. Many 
banks which solicited home loan busi- 


Your Clients Deserve 


This Kind of Protection 


You can confidently recommend the 
American Motorists Insurance Company 


BECAUSE: 


On December 31, 1934, 55% of all assets were in 
cash and United States Government bonds. 


A strong legal reserve stock company, its policies 


are non-assessable. 


More than 50 branch offices and hundreds of claim 
representatives from coast to coast to serve your 
clients promptly and efficiently. 


Carefully selected risks reduce loss ratios. Expenses 
have been held at an extremely low point. Profits are 
shared with policyholders resulting in low net cost. 


CONDENSED STATEMENT, JANUARY 1, 1935 


Premium Income 
Assets 
Surplus to Policyholders 


Dividends Paid to Policyholders 


$4,100,770.02 
$4,857,094.33 
$1,349,489.03 
$ 425,513.06 


exceed the values used in this statement. No 


[ Bonds on amortized basis. Actual market Ne | 


bonds in default as to either principal or interest. 


AMERICAN MOTORISTS 
INSURANCE COMPANY 


JAMES S. KEMPER, President 
Home Office: 4750 Sheridan Road, Chicago, Illinois 
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ness last Fall compiled lists of prospects 
for Spring loans and can now re-visit 
these potential customers at a time 
when the movement is receiving na- 
tional publicity. 

The campaign slogan for 1935, ap- 
parently, is ‘Do It Now!” Emphasis is 
being placed on the fact that the Federal 
Housing Act expires at the end of this 
year and that the coming months offer 
an unprecedented opportunity for fi- 
nancing needed repair jobs on the in- 
stalment plan. 

During the Winter months banks 
have been able to consider their expe- 
riences with these credits and to decide 
whether they wish to pursue the pro- 
gram aggressively. Enough time has 
elapsed to afford an idea of how profit- 
able the loans are to the average com- 
mercial bank, a question which each in- 
stitution must decide for itself. 

In getting repair loan business, it is 
often advantageous to work through lo- 
cal contractors and supply houses rather 
than to attempt personal contacts with 
home owners. Plumbers, painters, roof- 
ers and dealers in building equipment 
and supplies have a lively interest in 
the success of Title One of the Federal 
Housing Act, and some banks have 
found it expedient to finance individual 
contracts through these agencies. 


F.C.A. ASSISTANT 


Walter Tufts of Boston is as- 
sistant deputy governor of the 
F.C.A., in charge of the finance 
subdivision of the Finance and 
Research Division 


HARRIS & EWING 
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The Morris Plan Industrial Bank of 
New York, for example, has worked out 
an arrangement whereby contractors, 
supply houses, distributors and dealers 
can assist the home owner to obtain 
banking accommodations for altera- 
tions and improvements to his property, 
or for the purchase of new equipment as 
provided under the act. The plan, oper- 
ated through the General Contract Pur- 
chase Corporation, a subsidiary of the 
bank, is designed to meet the needs of 
property owners who find it inconven- 
ient to apply to the bank in person. The 
necessary accommodation goes directly 
to the builder or supply man who 
handles the job, rather than to the indi- 
vidual owner, although the latter is re- 
quired to make his repayments to the 
bank. 

In developing this special service, the 
banking institution compiled a brief and 
simple set of instructions which it 
mailed to a large number of contractors 
and dealers in its territory. The proce- 
dure they are asked to follow in obtain- 
ing a credit is as follows: 

The firm or person doing the work 
must forward to the bank’s subsidiary a 
copy of the contract entered into with 
the property owner, together with the 
latter’s F.H.A. credit statement, and an 
instalment note fully executed and en- 
dorsed without recourse. Prompt inves- 
tigation is made by the bank’s agent 
to determine the acceptability of the 
owner for the credit requested. When 
approved, the dealer or contractor is 


RAYBURN BILL 


The House bill sponsored by 
Representative Rayburn would 
abolish public utility holding 
companies, with certain minor 
exceptions 
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immediately notified so that he can be- 
gin the job without delay. Upon com- 
pletion of the work, the property owner 
must sign an installation or completion 
certificate which enables the financing 
agency to send a check to the dealer or 
contractor covering proceeds of the 
note. Coincidentally, the owner receives 
a coupon book advising him how, when 
and where the monthly instalments 
are to be paid. 

Dealers and contractors are advised 
to obtain, if possible, last paid tax and 
interest bills of the owner. The latter’s 
credit statement is on the form pro- 
vided by the F.H.A., and instructions 


vo! 
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for filling it out are always furnished. 

This system, the bank believes, has 
numerous advantages. Local contrac- 
tors and supply firms, as a rule, are good 
salesmen; they know the needs of their 
communities and they have personal 
acquaintance with many property own- 
ers. The modernization campaign has 
already brought them a substantial vol- 
ume of business and promises to bring in 
much more, so it is distinctly to their 
advantage to assist in every possible 
way. Furthermore, the plan can reach 
people who have no banking contacts 
and who, because of that inexperience, 
may hesitate to ask a bank for credit. 


ve 
VOID 
voy, 


and it fairly shouts “WOID—-VOID—VOID” when the check 


artist attempts chemical erasure on its intricate pattern surface 


housands of banks throughout the country are building 

stronger customer relations with Super-Safety—the standard 

bank supplied check that is unsurpassed in quality, distin- 

guished in design, unequalled in safety, moderate in price 
Ask the Todd man to demonstrate and explain how Super-Safety can be 


of advantage to your bank. Imprinting Plants in principal banking 
centers and branch offices in all leading cities. Consult your telephone book 


THE TODD COMPANY, Inc. ROCHESTER, NEW YORK 


Super-Safety Checks s Pass Books and Check Covers e 
Registered Protod-Greenbac Checks The Protectograph 


Stationery and Bank Supplies 
Check Signers 
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A Securities Clearing Service 


— is a story of a unique business 
developed by a small bank which 
was surrounded by bigger banks and 
which, as is often the case in such cir- 
cumstances, had to accept the less de- 
sirable type of business offered or go 
without earnings. 

One day a depositor who was a securi- 
ties broker came in with a difficult prob- 
lem. He was a member of no organized 
exchange, and he had been in the habit 


of clearing his trades through a firm 
which was a stock exchange member. 
It was vital to his business that he be 
able to finance his purchases and to de- 
liver the securities he sold. He never had 
more than an insignificant position in 
any security, for he bought only when 
he had made a sale, or made a sale only 
against a purchase. He had limited capi- 
tal, but ample so long as he had clearing 
arrangements with the bigger firm. 


YOUR BANK needs 


THIS HOLD-UP PROTECTION 


In all parts of the United States, banks are 
buying York-built protective devices equipped 
with the Delayed Action Time Lock because 
they eliminate successful hold-ups and dis- 
courage the activities of bandits. 


YORK DELAYED ACTION 
COMBINATION TIME LOCK 


winds, sets and operates the same as the time 
lock on a large vault door. It is extremely 
simple and effective and can, if desired, be at- 
tached to your existing equipment. Complete 
information furnished on request. It is ap- 
proved by the Underwriters’ Laboratories and 
complies with the requirements of insurance 
companies. 


No. 326-D 


YORK 
DAY RAID 
LOCKER 


Furnished in a full 
range of sizes 


York Inspection and Guaranty Service protects you against lockouts 
and keeps your vault equipment in smooth working order. Expert 
mechanics at all our branches are at your service both day and night. 
The cost is very modest. Full particulars on request. 


YORK SAFE AND LOCK COMPANY 


YORK, PA. 


Fire Resisting and Burglar 
Resisting Safes and Chests 


Builders of the 
World’s Greatest Vaults 
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He had parted company with his 
clearing firm after an argument. What 
could be done about continuing the 
business and completing some pending 
transactions? He did not, in view of the 
experience he had just had, desire to 
establish a clearing relationship with 
another house. Making and breaking 
clearing relationships is dreaded by an 
independent broker, for every time he 
breaks them, invariably many of his 
customers decide to go elsewhere, too. 

The vice-president of the broker’s 
bank studied the problem for a long 
time. He finally suggested that, so far as 
the pending business was concerned, the 
bank would undertake to deliver securi- 
ties sold and collect the money due, pay- 
ing for the securities purchased for the 
account of the broker. 


ARRANGEMENT MADE 


THE bank officer figured what margin 
would be satisfactory to the bank on the 
securities to be cleared if they were used 
for loan collateral and, to protect the 
bank against any possible risk, sug- 
gested that the broker deposit cash to 
the amount needed in a certificate of de- 
posit, at the same time endorsing the 
certificate over to the bank. For its serv- 
ice the bank was to receive a small frac- 
tion of a per cent on the value of the 


CUBA 


Dr. Guillermo Patterson y 
Jauregui, new Cuban Ambas- 
sador to the United States, 
has assumed his duties at 
Washington 
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‘Rewards await any institution which boldly branches out into 
untrod paths, cultivating that which is small but promising” 


securities handled for the broker’s ac- 
count. 

After the first day’s experience, the 
bank found that it had not unduly in- 
terfered with the work of its own mes- 
senger and accounting staff, that the 
transactions yielded a small but satis- 
factory profit. It then suggested that 
the broker continue his business, clear- 
ing through the bank, and offering, at 
least until further notice, negotiations 
for a new clearing arrangement with an- 
other exchange firm. After a few weeks 
the broker abandoned all thought of go- 
ing to another firm, for he liked the bank 
connection too well. “ After all,”’ he of- 
ten said to himself, “‘a bank cannot law- 
fully go into the securities brokerage 
business; I can discontinue my arrange- 
ment at will and the bank will not steal 
my customers.” 

After a few more weeks the broker 
brought in another broker who had not 
yet reached the stage of disrupting his 
existing clearing arrangements, but who 
wanted to do so. The bank undertook 
for the two brokers the service it had 
performed for one and found it was 
making a larger profit with no appre- 
ciable increase in the work of its own 
staff. 

What happened next may be guessed. 
The bank, discovering a field which ei- 


RESTRAINING ORDERS 


Federal Judge Grubb of Bir- 
mingham halted “‘illegal pro- 
prietary operations’ of the 
T.V.A. in transactions with the 
Alabama Power Company 
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ther was too small to appeal to its larger 
rivals, or which had been merely neg- 
lected by the bigger banks, launched 
boldly a department to serve as securi- 
ties clearing agent for non-member 
brokers. Before many months it was 
servicing a dozen brokerage firms on a 
straight fee basis, with endorsed certifi- 
cates of deposit as margin, and making 
profits which began to figure heavily in 
the annual earnings. At the same time it 


was furnishing facilities collectively for 
the dozen firms on a basis which they 
could not begin to equal or approach 
had they decided to establish their own 
facilities. Furthermore, all the firms 
served found that, since the bank was in 
a sense furnishing a part of the required 
working capital (amply protected at all 
times) their individual capital require- 
ments were less and they could earn a 
larger return on what they employed. 


Watching 


impedes most types of work, but it plays an 


important part in correspondent banking. 


Our Transit Department devotes constant study 


to ways of cutting time to various points — follows 


changing schedules — watches for opportunities 


to save a whole banking day on the other end by 


cutting a few minutes on our end. 


We welcome the opportunity to do your clock- 


watching in Cleveland —and perform any other 


services you may require of a correspondent in 


this territory. 


THE 


NartIONaL Ciry BANK 


OF CLEVELAND 


CLEVELAND’S OLDEST 


BANK = FOUNDED 18485 
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Two Examples of Bank Robbery Reduction 


_ efficacy of organized, coopera- 
tive effort in the reduction of bank 
robbery can be demonstrated by con- 
sidering the examples of two states in 
which the banks, public authorities and 
casualty and surety companies have 
worked together successfully toward 
the elimination of banditry. 

In Minnesota during 1933 there were 
32 bank holdups involving a total loss of 
approximately $123,000. Last year wit- 


nessed 11 attempted robberies, only 
five of which were successful, the ag- 
gregate loss amounting to less than 
$13,000. 

This decided improvement accom- 
panied an intensive publicity campaign 
carried on by the Minnesota Bankers 
Association to “make bank holdups 
unprofitable for the yegg” and the ef- 
fective work done by the State Bureau 
of Criminal Apprehensica in catching 


But all similarity ends within the wrapper. Inside 
there is a difference ... in quality and satisfaction. 


There is a difference in correspondent banking, 
too. An inside difference . . . not apparent to the 
casual observer ... but deeply appreciated by 


correspondent depositors! 


Hundreds of prominent banking institutions 


thro 


ughout the middle-west agricultural belt re- 


ize that difference in their relations with Live 
Stock National Bank. It takes tangible form in 
equitable dealing ... wholehearted cooperation ... 
intelligent, friendly service . . . quick transfer and 


collection of transit items .. . 


around satisfaction. 


and genuine all- 


After many years of association, scores of the 
bank’s first correspondent depositors are still its 
most ardent “salesmen”. Probably you, too, would 
find here every requisite for a time-enduring 


Chicago correspondent banking connection. 


[LIVE STOCK NATIONAL BANK | 


IN THE SERVICE OF MID-WESTERN INDUSTRY AND AGRICULTURE SINCE 1868 


criminals. For more than a year the as- 
sociation has been driving home to the 
banks the importance of such simple 
preventive measures as the mainte- 
nance of counter cash at a minimum. 

The banking institutions generally 
followed these suggestions, and it would 
appear that they had succeeded in 
making bandits lose interest in a very 
hazardous business. 

In Oklahoma also the statistics on 
bank robbery have undergone notable 
improvement: 


1931 


54 daylight holdups 
1 burglary 
2 attempted robberies 
1 attempted burglary 
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1932 


50 daylight holdups 
5 burglaries 
1 attempted holdup 
6 attempted burglaries 
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1933 


20 daylight holdups 
7 burglaries 
1 attempted robbery 
2 attempted burglaries 
1 messenger holdup 


31 


1934 (to December 17) 


25 daylight holdups 
1 burglary ; 
1 attempted burglary 
1 messenger holdup 


28 


For the past 10 years the suppression 
of robbery has been one of the associa- 
tion’s major objectives. In the last four 
years it has spent, or caused to be spent 
by its member banks, more than $100,- 
000 for protective equipment. In addi- 
tion, rewards totaling nearly as much 
have been paid for the arrest and con- 
viction of more than 200 bank robbers 
in the course of eight years. 

Another reason for the improvement 
is the fact that Oklahoma banks are 
permitted to carry only 15 per cent of 
their cash on the counter. 
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Loss Prevention Measures 


Ten Steps 


for Protection 


1 campaign against loss of prop- 
erty and life through bank burglary 
and robbery has witnessed the develop- 
ment of certain definite preventive 
practices. Among them might be listed 
these: 

Keep exposed cash at the minimum 
required by reasonable business needs. 

Provide such mechanical devices as 
bandit barriers, tear gas systems, 
electric alarms, delayed action time 
locks on safes, time locks on vault doors. 

Have the bank adequately staffed 
during business hours. 

Carry insurance. 

Avoid undue display of money or 
negotiable bonds. 

Maintain close contacts with the 
police. 

Provide protection during lunch hour 
periods. 

See that the time lock is released only 
when all employees have reported for 
work in the morning, perhaps as much 
as an hour after opening time. 

Close the entrance doors as the time 
lock opens. 

Properly protect all possible entrances 
to the premises. 


Needless Exposure 


of Cash 


ARELESSNESS and negligence pro- 
vide many of the opportunities for 
bank robbery. 

“Some banks,” said an insurance 
company executive, “appear to put too 
much faith in human nature. They leave 
cash piled on the counters where it can 
impress the customer and the bandit 
scout alike. 

“T once asked the president of a small 
bank why he allowed large stacks of bills 
to stand on the table in the teller’s cage. 
‘Oh,’ he replied, ‘the depositors get 
quite a kick out of seeing a lot of money 
around. I don’t think it does any harm, 
for we know all the folks in this com- 
munity and there isn’t a robber among 
them.’ Perhaps he did not realize that 
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the bandit who holds up a small town 
bank is almost always a stranger. 

“Many banks do not like the in- 
convenience of keeping all but a small 
portion of their cash under time lock, 
and thus tempt fate by leaving large 
sums of currency fully exposed to public 
view. Others feel a sense of security 
in the fact that they never have had 
trouble. 

“Tt is easy to be careless about the 


proper protection of doors and windows. 
Banks having side or rear entrances 
which are infrequently used should see 
that they are locked, the key being in 
the custody of an officer. This may seem 
a simple matter, but many a bandit has 
entered and escaped from a bank be- 
cause some one had neglected to be 
cautious. 

“The price of full protection, in short, 
is eternal vigilance.” 


| facilities of the Mercantile- 


Commerce Bank and Trust 


Company are complete. Its services 
include Commercial Banking and 
Savings, Trust, Corporation, Bond 
and Foreign Departments ... plus 
the advantages of widespread con- 


nections in this country and abroad. 


Ww a background of seventy- 


seven years of accumulated 
experience we offer our services to 
those desiring sound and efficient 


banking representation. 


Mercantile-Commerce 


Bank and Trust Company 
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Credit Management 


In Branch Banking 


(CONTINUED FROM PAGE 43) 
superficial they may be at times, do act 
as an outside stimulation and are re- 
quired in the same manner as a cham- 
pion athlete requires the outside 
stimulation and guidance of a coach. 

True it is that the simultaneous en- 
trance into every branch by govern- 
ment examiners would enable them to 
catch kiting of bad loans from branch 
to branch; but that is scarcely neces- 
sary in a large organization. A simpler 
and more automatic deterrent to the 
reprehensible practice is the fact that in 
a large organization there are too many 
mouths to close. Even if there were ad- 
ministrative officials who would be will- 
ing to attempt to mislead and confuse 
governmental authorities, somewhere 
and some time one member or more of a 
huge staff, either from a sense of recti- 
tude or for revenge, would be certain 
to report wrong-doing. If the higher-ups 
in a large branch bank were unworthy 
of their trust, government examiners 
would usually know it long before they 
caught a kited loan. As for meretricious 
behavior on the part of branch office 
officials, there are better ways to detect 
it—described later—than by govern- 
ment examination. 

It is for the reason that the credit ex- 
tensions in a branch system are made 
by agents acting under delegated pow- 
ers that the bank’s administration 
would wish to know, fully as well as the 
government, how well its servants were 
carrying out their trust. To obtain 
this information, the large banks usually 
maintain their own staffs of examiners. 
If the head office administration’s sights 
are in the right direction, the examina- 
tions these officials make should be— 
and usually are—more thorough, more 
ruthless and more infallible than the ex- 
aminations of government agents; and 
for the obvious reason that the last 
person in the world one would want 
to fool would be oneself. 

It is of course quite possible to have 
a superfluity of examinations. Some- 
times it is unavoidable. The National 
Bank Act, for example, requires two 
official examinations a year regardless of 
how competent are the private exami- 
nations of the bank’s own examining 
staff. On the other hand, only compar- 
atively lately have Canadian banks 
been subjected to anything approaching 
outside examination. Until the enforced 
merger of the Merchants Bank of Can- 
ada and the failure of the Home Bank 
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of Canada, no little reliance was put by 
the Canadian government on the effi- 
cacy and worthiness of the self-exami- 
nations accorded their branches by the 
head offices of the Canadian nation- 
wide systems. 

Particularly are government exami- 
nations likely to be both superfluous and 
superficial when its examiners do little 
more than copy the strictures and loan 
criticisms made by the bank’s own ex- 
aminers. Because some branch banks 
may desire to obtain the benefit of an 
independent examination on the part 
of the government, they occasionally 
disband their own examining force for 
the time being. Even then they do not 
dare disregard all private loan exami- 
nations. Some head office official at some 
time during the year goes over the 
branch’s loans on the spot, critically and 
constructively, in order that the general 
purposes of an examination may be 
served as well as that close contact with 
the branch may be maintained. In 
addition there is the constant daily 
check of individual loan reports at head 
office as new loans are made or old loans 
renewed. As virtually all commercial 
loans are made for 90 days, all such 
loans are reviewed at least four times 
a year. The reviewers are either gradu- 
ate branch managers or well trained 
men who have a so-called nose for 
credits. The chief examiner should, like 
the bank’s auditor, be an official of the 
board of directors and in no sense sub- 
ject to the direction or control of any 
bank official. 

In addition to all the above a prop- 
erly run branch system maintains peri- 
odical audits of all branch operations 
including loans. A corps of men known 
as traveling inspectors go to great 
lengths to establish the accuracy, the 
validity and the probity of all branch 
transactions. If any improper transac- 
tion has occurred in or around the note 
pouch, these men are quite certain to 
catch it sooner or later. 

One of the most valuable aids pos- 
sessed by a head office in understanding 
and evaluating the worth of a branch’s 
credits is found in the head office’s in- 
dividual credit files. These contain 
copies of the debtor’s accumulated an- 
nual financial statements and all cor- 
respondence between branch and head 
office regarding his loans. From these 
files a very competent examination of 
the branch’s note pouch can sometimes 
be made. 


Howard Whipple, author of this series of 

articles on ‘‘Credit Management in 

Branch Banking”’, the fourth and last 
of which will appear next month 


It should be pointed out however that 
great fat credit files are unnecessary. 
Once a satisfactory history of the loan 
or the debtor’s credit behavior has been 
compiled, the bulk of the file is useless. 
While it should not be destroyed, it 
should be put away where it will not 
cause an unwarranted consumption 
of time by its repeated perusal at the 
hands of different reviewers. The diffi- 
culty of course is to obtain a complete 
history in abbreviated form. It is prin- 
cipally a matter of education and train- 
ing to obtain them. Once obtained, 
copies should be kept on file at both 
branch and head office and maintained 
by regular addition of all important 
data. 

To the history should be attached, 
preferably at the end, a brief program 
of the manner or means by which the 
loan is to be collected or otherwise 
eliminated. When made to the mutual 
satisfaction of both branch manager and 
head office representative, the program 
should minimize the necessity for much 
further correspondence about the credit 
between branch and head office, that is, 
as long as the program is or can be 
followed. When it can not be followed, 
it is usually desirable—if not necessary 
—that the situation be reviewed again 
and a new program established. At any 
rate, whenever any important change in 
a criticized loan occurs, it is the obvious 
duty of the branch manager to report 
the change—and particularly the loan’s 
final elimination—to head office. 
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Bank Management: 
Community Outlook 


(CONTINUED FROM PAGE 24) 

to yield to by a board of directors as well 
as by officers. This policy of gleaning 
quick profits, when applied to a bank’s 
buying and selling of bonds, appears 
more likely to prove unprofitable than 
any other banking policy except a 
purely speculative one, which is of 
course unthinkable for a well managed 
banking institution. 

Possibly the reader will be thinking 
that we have now arrived at the point 
where a cut and dried observation on the 
subject of statistical services is about 
to be made. Quite right, except as to 
“cut and dried”. Perhaps I am going 
counter to the skeptical attitude shared 
by many of my banker friends in re- 
ferring to my adherence to a belief in 
the value of statistical service when 
used by the bank with that degree of 
intelligence and understanding which 
circumstances require. 

However, we have made it plain to 
our advisers that we do not care to 
become a party at any time to blanket 
buying or selling orders issued to sub- 
scribing banks, no matter what the ap- 
parent exigency may be. We do not care 
for any suggestion except that which is 
made to us independently of other 
banks, and, where such a suggestion is 
found on checking with our broker to 
be in line with other orders lately ap- 
pearing on his books, the policy is to 
drop any procedure until a further 
check-up can be made. Some of us will 
remember that on an occasion several 
months ago a blanket suggestion went 
out to the effect that United States 
Government securities should be sold, 
because of several special" factors indi- 
cating momentarily that the market 
price for Government securities would 
fall. On calling up our brethren, we dis- 
covered that a selling wave had actually 
been created. 

Supervisory service worthy of the 
confidence of the country bank must 
have as its direct aim the building up 
over an extended period of a greater 
Strength in the bond investment ac- 
count as a whole. Every service of this 
kind worthy of being perpetuated inany 
bank will make a point of showing 
periodically a tabulation of percentages 
of bonds owned by the bank according 
to the ratings and classifications into 
which they fall, but excluding Govern- 
ment bonds. When this tabulation is set 
up along with data covering sales and 
purchases, you have the best index ob- 
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F RIENDLINESS 
...A45-YEAR OLD 
TRADITION 


Today, as throughout the years since 1889, custom- 


* 


tainable of the real worth of the service 
to the bank itself in improving the port- 
folio as time goes on. Good statistical 
service will also interpret to the board 
of directors the following data: the 
worth of the bond itself, whether owned 
or to be purchased; the course of busi- 
ness within the company whose bond 
is either held or is about to be bought or 
sold; the general trend of outside factors 
such as interest rates and international 
conditions; and the market price and 
position of the bond as compared with 
other bonds of like description. 

During the past two years, a great 
many country banks whose line of de- 
posits has kept on an even keel have 
been investing principally in low-yield 


ers at The Northern Trust Company find that their 
problems receive friendly, individual treatment. 
From the standpoint of a correspondent this per- 
sonal attention, with efficient handling of all routine 
matters, has been considered most desirable by 
many conservative banks throughout the country. 
Inquiries are cordially invited from other out-of- 
town banks seeking a Chicago connection. 


THE NORTHERN 
TRUST COMPANY 


NORTHWEST CORNER LASALLE AND MONROE STREETS 
CHICAGO 
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short term maturities. It would seem 
that there is no point in this policy as 
against purchases of high grade long 
term bonds, where the volume of de- 
posits is gradually expanding and at the 
same time the market price of sound 
bonds is advancing. Here again the de- 
cision comes only of an understanding 
of the four basic factors first cited. 

As conditions are to-day, investment 
of bank funds calls for both care and 
courage. Snap judgment and rule of 
thumb policies are now out of the pic- 
ture. Banking is more than ever a ques- 
tion of good management, which de- 
pends very largely upon special studies 
of the local position of the bank 
itself. 
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Paying Customers’ Bills 


pee is the experience story of a 
moderate sized bank in a Pennsyl- 
vania town, which evolved a system of 
clearing monthly bills for its custom- 
ers on its own books, saving a huge 
volume of checking operations both 
for customers and itself. The idea, new 
to this community, proved popular 
enough to make it an inducement for 
half the town to keep accounts in this 
particular bank, thereby taking care of 
the new business problem. 

To begin with, the bank calculated 
that nearly everybody in the town had 
a certain number of monthly bills to 
pay to someone else in town, that this 
entailed a prodigious amount of check 
drawing which would be saved, or 
could be saved, if everybody kept his 
account in the same bank. At the first of 
the month everyone with bills to pay 
could send the bank a list of them, and 
the amounts, with authorization to 
pay them all. The bank would then 
credit to the accounts of the respective 
tradesmen and local merchants the 
amount specified, charging the blanket 
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On the grounds at the SAN DIEGO 
EXPOSITION opening May 29, 1935 


A complete banking service for visitors 
to the Exposition. Bankers, their friends 
and clients, are invited to make Bank of 
America their Exposition headquarters. 


424 branches in 256 California communities 
Statewide service for correspondent banks 


BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 


CALIFORNIA 


sum to the account of the customer 
whose bills it was paying. No checks 
then would have to be drawn by any- 
body, yet the bills would be paid with- 
out undue delay. 

The trouble was that everyone did 
not keep his money in the one bank. 
After some investigation the bank 
found it could manage to send cashier’s 
checks to the few who did not, and that 
it could put the system into operation. 
It did so, having some printed blanks 
made up which contained space for a 
depositor to list as many as 25 bills he 
wished to have paid, with printed 
authorization for the bank to pay and 
with space under the authorization for 
the customer to sign. In order that it 
would not incur disproportionate ex- 
pense, provision was made to charge 
up the postage which the customer 
would pay on the bills that necessitated 
cashier’s checks. 

Where instructed to do so, the bank 
took receipts for the bills paid and 
merely enclosed them in the envelope 
with the customer’s cancelled checks 


Head Offices in San Francisco and Los Angeles—the two Federal Reserve cities 


Bank of America National Trust & Savings Association, A National Bank 
and Bank of America, 4 California State Bank, are identical in management 


at the end of the month. Where the 
accounts were large, the bank assumed 
the incidental expense, as a service to 
the depositor. Where they were small, 
it charged a fair amount for the 
service. 

Depositors availing themselves of 
the service were freed of their monthly 
bugbear of bill paying, involving not 
only check drawing but some account- 
ing, postage and mailing. Instead of 
10 to 20 monthly bills, the customer 
had only to pay, in effect, one. The sys- 
tem had a tendency to speed up and 
regularize bill payments; it eliminated 
the check tax (since repealed) and, 
while it gave the bookkeeper much 
debiting and crediting to do at certain 
times every month, it eliminated many 
checks and also the straggling in of 
checks at intervals all through the 
month. It saved the bank considerable 
money on check printing. While it 
reduced check clearances in the town, 
it did not reduce the volume of debits. 
It merely simplified and regularized 
them. 


MERCHANTS’ BILLS 


THE service easily was extended to 
local merchants with bills to pay out 
of town, for the bank undertook to 
perform this work for a fee which was 
less than the cost to the merchant of 
drawing checks and paying his own 
accounts. This service naturally en- 
tailed the use of more cashier’s checks, 
but the return justified the labor and 
expense. 

The scheme worked well as a pro- 
ducer of new business, for to obtain full 
advantage of the facilities everyone 
could see clearly that the more persons 
who kept funds in the bank the more 
perfectly would the clearing system 
operate. 

The bank which placed the scheme 
in operation admits frankly that what 
it did might not be a plan workable 
everywhere and that any bank consid- 
ering adoption of a similar idea should 
study its own conditions and costs and 
base its plan upon the fruits of its own 
investigation. 

Attention is called to it, however, as 
one of those things which is capable 
of modification for use in whole or in 
part, and particularly as something 
which not only produces one result but 
is likely to accomplish several, and at 
no great cost or labor to the bank. 
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ANNUAL FINANCIAL STATEMENTS 
AS OF DECEMBER 31, 1934 


PEARL-AMERICAN FLEET 


80 John Street 4300 Euclid Avenue 22 Garfield Place 200 Bush Street 
New York Cleveland Cincinnati San Francisco 


PEARL ASSURANCE COMPANY, Limited 
United States Branch 


ASSETS LIABILITIES 


Government Premium Reserve $ 5,973,003.65 
: Losses in process of Adjustment 828,669.00 
Reserve for Taxes, Expenses, etc....... 413,460.82 
Public Utility ps og Deposit 
Industrial and Miscellaneous : — 
*Stocks (Preferred and Guaranteed) a a Policyholder’s Surplus 2,809,010.64 
Railroad 


*Bonds 


1,086,011.00 

Cash in Banks and Office 1,517,919.65 
Premiums in course of collection (not 

over 90 days due) 968,482.05 

Due from other companies on paid losses 91,000.51 

Accrued Interest on bonds : 89,588.33 


tAdmitted Assets $10,024,144.11 $10,024,144.11 


*Valuation on basis approved by National Convention of Insurance Commissioners. 


tOn o basis of byey vy 31, Lal market quotations for all bonds and stocks owned, this company’s total admitted assets 
would be increased to $10,336,349. 


Securities carried at $557,067.65 ~ a statement are deposited as required by law. 


THE EUREKA-SECURITY FIRE & MARINE INSURANCE CO. 


ASSETS LIABILITIES 


United States Government Bonds* $ 239,002.61 i $1,135,572.93 
Federal Farm Loan Bonds, State, Territorial, Munici- 5 iabiliti 441,596.25 
pal, Railroad, Utility, and Miscellaneous Bonds*. .. 1,554,935.42 i 500,000.00 
Stocks* 1,107,437.02 
Mortgage Loans on Real Estate i $ 3,184,606.20 

Premiums in Course of Collection 452,232.32 

335,024.23 

21,568.05 

4,100.37 

275,567.22 


Losses Paid since Organization............... -$10,423,611.50 


“Val Bonds Amortized according to Ohio and New York Department Formula. 
UeS ) Stocks as prescribed by National Convention of Insurance Commissioners. 


tOn the basis of 1934 Market Values for all Bonds and Stocks Owned, the Company’s Total Admitted Assets would be 
increased to $3,197,766.90. 


Securities carried at $22,000.00 in above statement are deposited as required by law. 


MONARCH FIRE INSURANCE COMPANY 
New York Basis 


ASSETS LIABILITIES 


United States Government Bonds $446,312.49 Unearned Premium Reserve $1,772,898.66 
Cash in Banks and Office , 813,029.99 Losses in process of Adjustment 171,120.00 
Municipal, Utility and other Bonds 599,476.05 Taxes, Expenses and other Liabilities. . 127,144.00 
S 473,032.00 $2,331,850.53 *Contingency Reserve 42,994.59 

152,540.38 Unearned Premiums and Losses Re- 

coverable on Reinsurance in Com- 

83,799.00 panies not admitted to New York 
464,299.26 State 139,444.27 
Agents Balances written subsequent to Total Liabitites, except Capital... $2,253,601.52 

October 1 453,126.45 i 496. 
Deposits with Underwriters Associations 1,000.00 456,400.76 

Reinsurance Recoverable on Paid Losses. 27,365.48 i 1,272. 996.96 
Accrued Interest 12,517.18 — 
$3,526,498.28 $3,526,498.28 


*Contingency Reserve, representing difference between values carried in assets for all bonds and stocks and actual December 31, 
1934, market quotations on such bonds and stocks. 
Securities carried at $176,142.98 in above statement are deposited as required by law. 
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The not-so-tired business man 


He saves energy. He uses modern aids. He turns many 
times daily to the telephone, using its power to put him 
in the right place at the right time. With Sequence 
Calling Service, one executive recently “covered” re- 
gional sales supervisors in 49 cities in exactly four 
hours! That typifies the ease with which Bell System 
Telephone services help to get things done. 


Bell Telephone System 


NATIONAL FIRE 
INSURANCE COMPANY 
OF HARTFORD 
CAPITAL $ 5,000,000 


NATIONAL FIRE 
INSURANCE COMPANY 
OF HARTFORD 
GROUP 


F. D. LAYTON, President 
S. T. MAXWELL, Vice President 


OF NEW YORK 
CAPITAL $ 1,000,000 
000°000'T $ TV.LIdVD 

MUOA MAN 

ANVdWO)D JZONVUNSNI 

IVLNANILNOOSNVUL 


FRANKLIN NATIONAL 
INSURANCE COMPANY 


MECHANICS AND TRADERS 
INSURANCE COMPANY 
HARTFORD 
CAPITAL $ 1,000,000 


SURPLUS AVAILABLE FOR PROTECTION OF POLICYHOLDERS 
From Annual Statements, December 31, 1934 
NATIONAL FIRE $20,697,494.34 
FRANKLIN NATIONAL 2,411,451.51 
MECHANICS AND TRADERS 3,017,186.03 
TRANSCONTINENTAL 2,676,750.63 


Our agents throughout the country are especially equipped to serve the interests of 
Banks and Trust Companies 


Gold Control 


To the Editor: 
¢ values are to be measured in gold, 
the monetary unit must be anchored 
to a definite quantity of gold and the 
money supply must be controlled by 
the gold supply. The latter provision is 
as important as the former, for supply 
is a major factor in monetary value or 
price; in fact, only as the supply is lim- 
ited is there monetary value; witness 
air, water, etc. Money issued against 
promises to pay of any sort is apt to 
fail at this point. The money supply is 
too remotely controlled by the money 
metal supply to be responsive to the 
variations in the supply of the latter. 
Measuring values by comparison with 
such money gives results of a sort, not 
in terms of the money metal, but in 
terms of the supply of promises. 

Is there any doubt relative to this 
conclusion? It does not look as though 
there could be, but the virtue of self- 
liquidating paper, as a basis for mone- 
tary issues, has been preached so per- 
sistently and practiced so extensively 
that the conclusion is sure to be ques- 
tioned. We will, therefore, go outside 
current monetary practice for an illus- 
tration. 

If there is any one thing that the 
barter mill demonstrated, it is that you 
can measure the value of any commod- 
ity in terms of any other. Operating in a 
big world, storage and transportation 
are factors of such importance as to im- 
pose practical limitations, but for a lo- 
cal market they may be disregarded 
and the principles do not differ; so we 
will assume that we have a community 
that has decided to measure its values 
in wheat. It therefore has arranged for 
storing the local crop and for issuing 
money against warehouse certificates. 

The money is issued in the form of 
wheat certificates and is loaned or dis- 
bursed by a local banker on the basis of 
100 per cent coverage. The scheme 
works fine except that in common with 
the experience of mankind in general, 
there is not enough money. Raising 
more wheat to stop the gap is a slow 
process, so the wise ones decide that 
two-name paper, especially where the 
maker is a reputable dealer and the en- 
dorser a responsible banker, is a safe 
credit risk—in fact, as safe as the wheat 
in the warehouse—so they supplement 
the money supply by putting out an is- 
sue of money based on promises to de- 
liver wheat. In order that there may be 
limits to the size of this issue, they 
specify that it shall not exceed the real 
wheat issue by over 50 per cent. In 
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other words, they provide for 40 per 
cent coverage on the combined issue as 
the original Federal Reserve System did 
in the case of its supposedly gold- 
backed money. 

We assume now that this new money 
based on a promise to deliver isaccepted 
in the community as the equivalent of 
that issued against real wheat, so there 
is only one kind of money recognized, 
although some is backed by wheat itself 
and the rest by a promise to deliver. As 
this money comes into circulation and 
as the wheat coverage slips down from 
100 per cent toward 40 per cent, money 
will be abundant and prices will ad- 
vance. Good times can hardly fail to re- 
sult, for an increase of 150 per cent in 
the circulating medium (which has sel- 
dom increased as much as 50 per cent 
during a prolonged war) can hardly fail 
to start things moving. However, the 
incentive to raise wheat has been les- 
sened and the incentive to consume it 
stimulated, both as a result of the lower 
price relative to other commodities. 


FATE OF PROMISES 


IT requires no prophet to tell where 
this road leads. As the wheat supply ap- 
proaches exhaustion, the government 
will have to repudiate its promises. 
Even government’s promises are good 
only when adequate provision is made 
to keep them. In this case, those self- 
liquidating wheat promises authorized 
in volume to the extent of one and one- 
half times the stock of wheat made no 
provision for an additional supply of 
wheat, but instead impaired the supply 
that already existed while stimulating 
the demand. 

Whether we measure in wheat or 
gold, the principles do not differ. The 
supply of gold being relatively much 
greater, a movement will be slower to 
head in, but whether wheat or gold be 
the unit, the result is the same. 

Failure to recognize the necessity of 
limiting the currency supply to the gold 
supply so as to provide a 100 per cent 
coverage for additions to the currency 
was the principal cause of the “easy 
money” that started the boom cycle 
which culminated in the repudiation of 
the 100 cent American gold dollar of 85 
years’ standing and the substitution of 
the 59 cent Roosevelt dollar of 1933. 
Furthermore, the end is not yet, for the 
forces that destroyed the 100 cent dollar 
are still active and no less certain to de- 
stroy the 59 cent one if the present set- 
up lasts long enough to give them an 
opportunity. 

E. S. PrttsBury, President 
Century Electric Company 
St. Louis, Mo. 
April 1935 


Years’ Experience 


Providing 


Personal 
Accident Insurance 
at Actual Cost 


$46, 500,000 Paid 
to Members since 1883 


Nore than $ 1,100,000 
Legal Reserves & Surplus 


The Commercial Travelers 
Mutual Accident Association 


of America 


H. E. Trevvett, Sec’y Utica, N. Y. 


Bond Management 
Made VISIBLE 


The Bondex visible “Quality Ladder” repre- 
sents the latest advance in bond account 
control. Many bond account managers—in 
banks, trusteeships, insurance companies 


and corporations—find it indispensable. 


On responsible request, a specimen Bondex 
“Quality Ladder” will be sent without obligation. 


BONDE X, Incorporated 


120 S. La Salle St., Chicago 
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THE FoRMATION oF CaPITAL. By Har- 
old G. Moulton. Brookings Institution, 
1935. 207 pp. $2.50. The publishers de- 
scribe this volume as follows: 

“This book is the third volume in a 
series of four studies devoted to an anal- 
ysis of the distribution of national 
wealth and income in relation to eco- 
nomic progress. The purpose of the in- 
vestigation as a whole is to determine 
whether the existing distribution of in- 
come in the United States among vari- 
ous groups in society tends to impede 
the efficient functioning of the eco- 
nomic system. 

“Tn ‘ America’s Capacity to Produce’ 
the charge that industry has been suf- 
fering from ‘excess plant capacity’ is 
examined impartially and thoroughly. 
In the second volume, ‘America’s Ca- 
pacity to Consume,’ the flow of income 
arising out of productive operations and 
the extent of economic progress in this 
country from 1900 to 1929 are carefully 
analyzed. The authors show how the 
national income is divided among the 
several income groups in society; the 
character of the consequent expendi- 
tures made by families at the various 
income levels; and the bearing of in- 
come distribution upon its allocation 
between spending and saving. 

“This volume analyzes the factors 
involved in transforming money savings 
into capital equipment. It challenges 
traditional conceptions as to the forces 
which govern the growth of productive 
capital; demonstrates the dependence 
of capital expansion upon consumptive 
demand; and discloses how excessive 
savings may produce financial disorder 
rather than new capital goods. 

“The analysis is illustrated by a series 
of diagrams and charts.” 


CAPITALISM CARRIES ON. By Walter B. 
Pitkin. Whittlesey House, McGraw- 
Hill, 1935. 282 pp. $1.75. Professor Pit- 
kin is the author of “Life Begins at 
Forty.” He believes that the American 
middle class, consisting of about 12,- 
000,000 business and professional men 
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and solvent farmers, must be rejuve- 
nated if real recovery is to be achieved 
and if the American capitalistic system 
is to revive. 


BuDGET IN GOVERNMENTS OF TODAY. 
By Arthur Eugene Buck. Macmillan, 
1934. 349 pp. $3. The author, who is an 
authority on public finance, presents 
here a painstaking survey of the devel- 
opment of the fiscal budget in different 
governments. It is timely by reason 
of the current, apparently transitional 
stage of our own Federal budget system. 


MOoneETARY PoLicy AND ECONOMIC 
STABILIZATION; A Study of the Gold 
Standard. By Arthur D. Gayer. Mac- 
millan, 1935. 273 pp. $3. Clearly states 
the problem of stability and draws con- 
clusions based on study here and in 
England. 


Bank TuaT BusINEss. 
By A. A. Kretschmar. Bankers Pub- 
lishing Co., Cambridge, 1934. 334 pp. 
$5. About 150 practical treatments by 
letter of some 40 subjects of corre- 
spondence between a banker and bank 
customers. 


THE Great DeEprREssIon. By Lionel 
Robbins. Macmillan, 1934. 238 pp. $3. 
This London University economist has 
written a vigorous discussion from the 
“orthodox” viewpoint. 


INFLATION AHEAD; WuaAtT To Do 
Asout It. By W. M. Kiplinger and 
Frederick Shelton. Simon and Schuster, 
1935. 42 pp. $1. Contains 25 “semi- 
personal letters” designed to give back- 
ground, prospects in certain fields and 
suggestions on what to do. 


PLAN oR No Pian. By Barbara Woot- 
ton. Farrar & Rinehart, 1935. 352 pp. 
$2. A laboriously painstaking study 
of “planned” economy’s background 
and possibilities. 

RaILway NATIONALIZATION IN CANADA. 
By Leslie T. Fournier. Macmillan, 
1935. 353 pp. $3.50. A Princeton Uni- 
versity study of the “problem of the 
Canadian National Railways”. 


Roller press from Abraham Bosse’s 
treatise ‘‘Maniére de Graver,’’ Paris, 
1745 


FEDERAL Tax HANDBOOK 1934-1935. 
By Robert H. Montgomery. Ronald 
Press, 1934. 1,020 pp. $10. The author 
has published authoritative tax books 
since 1917. This is a handbook of deci- 
sions on income tax procedure in par- 
ticular. 


Dicest OF SAFE Deposit Custom. 
Compiled and published by the Massa- 
chusetts Safe Deposit Association, 1934. 
208 pp. State laws on the subject are 
classified, summarized and given, in 
most cases, with legal citations. 


MODERN STORY OF MUTUAL SAVINGS 
Banks. By Franklin J. Sherman, with a 
foreword by Philip A. Benson. J. J. 
Little and Ives, 1934. 188 pp. $10. A 
history of mutual savings bank develop- 
ment from its European beginnings. 


THE Correct EcoNoMy FOR THE Ma- 
CHINE AGE. By A. G. McGregor. Pit- 
man, 1935. 252 pp. $2. The author is 
an engineer with very definite ideas on 
what to do for recovery. Chiefly inter- 
esting for its cocksure standpoint. 


THE MEANING OF Money. Compiled by 
E. C. Riegel from “Irving Fisher’s 
World Authorities.” Empire Books, 
1935. 183 pp. $2. The answers to a 
questionnaire sent to economists who 
had been named as authorities by Irv- 
ing Fisher. 
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New Business Methods 


Folder Describes 
Town 


ANY progressive banks which be- 
lieve in the effectiveness of adver- 
tising are using novel and unusual 
media for carrying their messages to 
prospective customers. 

For example, the Commercial Na- 
tional Bank of Demopolis, Alabama, in 
cooperation with the local chamber of 
commerce, is utilizing a special folder to 
advertise both the banking institution 
and the city. The folder consists of four 
pages, the first of which is blank except 
for the bank’s letter head at the top, the 
remainder of the space being designed 
for correspondence. Inside is a two-page 
description of Demopolis, illustrated 
with attractive pictures of local indus- 
tries and points of scenic and historic 
interest. The fourth page is a maps how- 
ing the location of Demopolis in the 
famous Tombigbee valley. 

The folder is intended to place in the 
hands of business men facts pertaining 
to the life of the community, and to 
stress the advantages it offers to farm- 
ers in the area around Demopolis.. 

The Commercial National Bank re- 
ports that it has used this material suc- 
cessfully in establishing contacts with 
new residents of the city. The purpose of 
the pamphlet is to create good will 
toward the bank and to express the in- 
stitution’s confidence in the community 
it serves. 

“Tf we accomplish this purpose,” 
says an officer, “we believe that our 
bank will be doubly repaid for the small 
cost involved.” 


New Business from 
Present Customers 


|= bank officer pointed to a filing 
cabinet on his desk. 

“That’s our new business depart- 
ment,” he said. “It’s the list of our 
present customers. Perhaps ours is an 
unusual situation, but we are growing 
steadily because of the loyal cooperation 
of the people whose names are‘on the 
cards in that file. Not a day goes by 
without some new accounts which have 
come to us through individuals who are 
pleased with the way we have served 
them. 

“We take particular pains to express 
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our appreciation to these voluntary 
salesmen. Each depositor who steers a 
new account into the bank is personally 
thanked by an officer, sometimes by 
letter but usually by telephone call. We 
see that our ‘thank you’ is delivered as 
soon as possible, never later than the 
day after the account has been received. 

“As a follow-up, we endeavor to 
reiterate our appreciation to the old 
customer the next time he comes into 


ESTABLISHED 


the bank. In this way he is made to feel 
that he has done us a valuable favor— 
which he has, indeed—and that he has 
impressed himself on us. 

“T have in mind one tradesman in the 
neighborhood who has sent us a large 
volume of new business. He regards 
himself almost as part of our organiza- 
tion, and is very proud of the service he 
does us. In return, we accommodate him 
in various ways whenever we can.” 


MARCH 24, 1933 


RESOURCES EXCEED 
$275,000,000 


NATIONAL BANK 
OF 


DETROIT 


Detroit, Michigan 


G MAC SHORT TERM NOTES 


available in limited amounts 
upon request 


GENERAL MorTors 
ACCEPTANCE CORPORATION 


Executive Office -- BROADWAY at 57TH STREET -- New York, N. TY. 


OFFICES IN PRINCIPAL CITIES 


A Desk File of Information 


PUBLIC service which bankers are 
expected to render is that of giving 
business advice to their customers and 
supplying them with a wide range of 
information. 

“Consult your banker” has long 
been construed by the public as a cor- 
dial invitation for people to call on their 
respective bankers for advice and in- 
formation. The invitation, as stated 
above, has no bounds. Therefore, it is 


to be expected that banks will be called 
upon to supply all kinds of information 
if the words mean what they say. In 
view of this responsibility it is surpris- 
ing how inadequately our banks are 
equipped to render anything like the 
service promised. 

What is needed is an information file 
for the informer’s desk, in which has 
been impounded information on a va- 
riety of financial or kindred subjects. 


FULION HANK) 


* ATLANTA , 


GEQRGIA* 


Administrative and ‘Research (Corporation 


(New York) 
120 WALL STREET, NEW YORK 


Furnishes Investment Advisory Service to 


QUARTERLY INCOME SHARES 


THE MARYLAND FUND 


Prospectuses May Be Obtained Upon Request From 
Your Local Investment House 


Of course, this file should be properly 
indexed for ready reference. 

A very simple system for gathering 
and afterward dispensing advice and 
information, and without extra cost to 
the bank, is one which I have used for 
years. I now have 27 legal size envelopes 
containing information on various finan- 
cial and kindred subjects. These en- 
velopes are 414 x 10% inches in size and 
are made of heavy tag paper for their 
long wearing qualities. They are plain 
envelopes and the fronts are for index 
purposes. 

There is an added advantage in hav- 
ing this information in news item or 
circular form, because, as you spread 
the printed material out before the in- 
quirer, he naturally assumes full confi- 
dence in it because of its form. 

Let me give you just what is to be 
found in one of these envelopes. We will 
take the one that is indexed “Savings 
Banks—Savings Banking”. 

Below this title on the face of the en- 
velope have been listed sub-heads indi- 
cating the various information which 
has been impounded and the various 
angles treated. You will find there con- 
siderable history regarding savings 
banks, their number and kinds. You will 
find the rates of interest paid in differ- 
ent sections of the United States, the 
various methods used in computing in- 
terest, the gains or losses of savings de- 
posits by years. In this same envelope 
there is data on school savings, Christ- 
mas savings clubs, etc. 

In other envelopes are answers to 
practically any question that might 
be asked regarding building and loan 
associations. In one is information 
regarding gold and silver; in another, 
under the heading, “Depressions”, a 
chart showing the various depressions 
in the past and their movement. There 
is information regarding inflation and 
deflation, the nation’s wealth, facts on 
our exports and imports, etc. As a mat- 
ter of fact, these envelopes will answer 
authentically 90 per cent of all the ques- 
tions asked. 

The whole plan is far more simple 
and much easier to maintain than it 
appears from a hasty consideration of 
what is necessary. As the data is gath- 
ered largely from news items, circulars, 
etc., it is easy to keep up the file. 

W. R. MorEHOUSE 
Vice-president 
Security—First National Bank 
Los Angeles 
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Precautions at Opening Time 


ANY banks, in laying their plans 

for loss prevention, place special 
emphasis on the procedure that is fol- 
lowed at opening time. 

In smaller localities it is not in- 
frequent to have a member of the local 
police force on duty outside the bank 
building when the first officer or em- 
ployee arrives. The patrolman may 
escort the banker inside the premises to 
make an inspection, or he may wait at 
the door to be certain that no un- 
authorized persons attempt to gain 
entrance. 

Sometimes, of course, an over-zealous 
patrolman can cause embarrassment if 
he makes too conscientious a checkup 
on persons who may be accompanying 
the cashier into the bank, but such 
situations need not cause offense or 
difficulty and can usually be turned off 
in a pleasant manner. 


CODE SIGNALS 


ALSO, certain employees may be in- 
structed in a code of signals by means of 
which they can transmit to later arrivals 
the assurance that everything is well. 
These signals, of a commonplace nature, 
can be changed frequently. 

In one state, banks have recently 
been required to take unusual early 
morning precautions. Not less than two 


| FEDERAL EXPENDITURES 


Secretary Swanson’s dispute 
with Controller General McCarl 
again raised the question of 
the latter’s authority to censor 
Federal outlays 
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employees must meet near the entrance 
to the bank, one going inside for an in- 
spection, then coming out and reporting 
to the other. They are obliged to meet 
at a sufficient distance from the door to 
prevent capture by bandits who may be 
ambushed within. In cases where a bank 
has only one employee arrangements 
must be made with a merchant or other 
available resident of the community to 
stand by until the member of the 


bank’s staff has entered the building 
and come back to report. 

Some banks make a practice of lock- 
ing the main entrance for a few minutes 
when the hour arrives for the time lock 
to run down. Inconvenience to custom- 
ers is explained by a frank statement 
that this procedure is followed so as to 
protect the contents of vault and safe 
while they are being exposed to a possi- 
ble raid. 


tA 


WASHINGTON 


AMERICAN NATIONAL 
BANK AND TRUST 
COM PANY 


of Chicago 


COMMERCIAL BANKING 


SAVINGS TRUSTS 


ESCAPED CONVICT? 


NO! The purchasing agent is putting 


his 


bloodhounds on the trail of the paper 


salesman who recommended that cheap 


ledger paper. The salesman is about to learn that customer 


satisfaction is won only by selling a thoroughly competent 


paper at moderate price. Stonewall Ledger, for example. 


Manufactured by Neenah Paper Company, Neenah, Wisconsin. 


NEENAH STONEWALL LEDGER 
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Customer 


Check Costs 


| years many banks printed cus- 
tomers’ check books without cost to 
the depositor. This practice has re- 
cently been discouraged or abolished, 
and most service charge schedules 
adopted by clearinghouse associations 
provide that the cost of printing checks 
be borne by the customer. 

But customers should, of course, also 
pay the cost of the chécks as well as the 
expense of printing. The following plan 
has been used, at a saving, by our bank: 

Contracts are made with a stationery 
firm for a quantity of checks to be used 
over periods ranging from six months 
to a year. The firm prints the supply 
with the bank name and transit num- 
ber, the institution being allowed to 
choose the style of engraving and the 
quality of paper. These books, bound in 
cardboard, are held in stock by the sta- 
tioner and ordered as needed for cus- 
tomers. The checks are overprinted 
according to the depositor’s specifica- 
tions, and he pays the entire cost, in- 
cluding printing and postage. This plan 
not only enables the bank to save the 
expense of binders, paper and mailing, 
but also storage and handling. 

No practical scheme has been devised 
to save banks the cost of counter checks, 
and apparently this expense will re- 
main indefinitely. Banks must buy these 


forms, together with receipts and drafts 
for their customers’ use. 

In order to effect a saving in printing 
such blanks we bought an engraving 
plate. The average cost of a plate is ap- 
proximately $12. However, after it is 
bought the bank can get its checks, re- 
ceipts, drafts and other forms at a sav- 
ing due to the reduction of time and ex- 
pense that would otherwise be ingurred 
by printing. A plate may also be used 
on letter heads and customer state- 
ments. 

GrorGE R. SMITH 


A Supply 
Index 


j pone supply department of a bank 
can save much time and is able to 
operate more efficiently if it keeps a 
ready-reference information file cover- 
ing materials which it is constantly 
purchasing or which it may some day 
be called on to buy. 

One bank has evolved a simple index 
system for keeping tab on the various 
supplies that are on the market. When 
the supply officer receives through the 
mail or from a salesman a pamphlet de- 
scribing, for example, a new lamp, he 
files it under the proper classification, 
cross-indexing with a reference to the 
manufacturer. The same procedure is 
applied to all other articles, and in a 
comparatively short period of time the 


DEL 


BANK CHECKS 


LITHOGRAPHED OR PRINTED BY 


THE DE LUXE CHECK PRINTERS 


CHICAGO CLEVELAND 


KANSAS CITY 


NEW YORK ST. PAUL 


officer has built up a valuable reference 
catalogue. 

The descriptive literature requires 
considerable filing space but mainte- 
nance of the file takes little time and the 
record is an invaluable addition to the 
department’s operating machinery. 

This supply officer started his system 
as an aid to his memory. He found it 
difficult to bear in mind even the lead- 
ing makes and variations of standard 
products, quite apart from the innumer- 
able secondary items and brands. When 
he was asked to furnish a particular 
lamp it required an extensive outlay of 
time to find the dealer or dealers and 
get prices. 

With the index, however, he is able 
to get all his information quickly, thus 
giving better service to the bank’s many 
departments. 


“At Home” Day 
For Salesmen 


i: just inside the door of a bank’s 
supply department states politely 
that salesmen are received only on 
Thursday and that this regulation 
means just what it says. 

The supply officer’s “at home” day 
finds his waiting room well populated 
with representatives of companies that 
manufacture articles in which the bank 
is interested or in which the agents 
think it should be interested—pencils, 
stationery, lamps, desks, chairs, mops, 
water coolers, oil burners, floor polish, 
calendars, plate glass, marble counters 
and lighting systems. Each visitor is re- 
ceived in turn and gets a chance to tell 
his story. 

“The arrangement,” says the officer, 
“‘works very well. We installed it for the 
obvious reason that however useful 
salesmen may be they can be allowed to 
take up too much time. Handling the 
supplies for a busy bank is quite a job 
in itself, and we found it advisable to 
impose this limitation. 

“On an average between 25 and 30 
people visit us each week. All our buy- 
ing is done on a competitive bid basis, 
except for small purchases, so we actu- 
ally give no orders to the salesmen di- 
rectly, although we naturally like to get 
information on new merchandise, prices 
and market conditions.” 

Agents from out of town are usually 
received by appointment. Asa rule they 
are allotted more time than local sales- 
men who call more frequently. 
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Top Heavy Bank Supervision 


This “Tom, Dick and Harry” prin- 
ciple of charter granting resulted, of 
course, in a large number of institutions 
with little regard for their economic sur- 
vival possibilities. In every part of the 
country new bank charters were sought 
and obtained, sometimes by church, 
lodge or political groups antagonistic to 
those in control of existing institutions. 
Many of the new banks chartered, for 
example, between 1910 and 1924, were 
started by groups unsympathetic with 
conservative or anti-inflationary poli- 
cies of existing banks in the respective 
communities. Inflation madness in ev- 
ery phase of life came on as the World 
War cast its shadows. 

Wherever an “old-fashioned” or an 
“unreasonable” banker sought to tread 
the straight and narrow way, a group of 
malcontents dissatisfied with “old fogy” 
ideas set up a new bank by way of pro- 
test. There was little attention paid to 
the training in banking of the officials 
of these new institutions. Deposits in all 
institutions were mounting and compe- 
tition for loans was keen. Equities 
seemed always to increase. The untried 
and unsound bank executive appeared 
to succeed as well or better than the 
more conservative and experienced 
“old fogy”. Even seasoned bankers 
sometimes were swept away on the crest 
of the wave of the “New Economic 
Era”. Large sums were advanced by 
speculators to expanding commercial 
and industrial operators. Excess credit 
lines became commonplace. Many bank- 
ers even yielded to the practice of bor- 
rowing for the purpose of relending. 


UNIFIED EXAMINATIONS 


(CONTINUED FROM PAGE 15) 


Interest rates to attract deposits away 
from the other fellow began to climb 
to unsound pinnacles. Distended port- 
folios which could not be liquidated 
readily appeared when the deflation 
first set in during 1921. Deposits cropped 
in agricultural sections and to a lesser 
extent in industrial centers. Competi- 
tion for new deposits increased until 
some banks paid as high as 6 per cent on 
so-called “time” deposits. The competi- 
tive struggle was desperate, largely by 
reason of our country-wide laissez faire 
policy of granting bank charters. The 
bubble was ready to burst. The mora- 
torium came on and the weak in great 
numbers were eliminated. Approxi- 
mately one-half of the banks of the 
country passed out of the picture. 

And yet, so loud was the blow-up, 
with only half of the banks remaining 
for supervision and these in large meas- 
ure the sound institutions which had 
weathered the storm, our paraphernalia 
for examination and supervision grew 
by leaps and bounds. 

Among supervisory authorities at 
least—and of course among the banking 
fraternity itself—this anachronism of 
lessened units for supervision and inten- 
sified machinery for supervision just 
now is being critically reviewed even 
though in some states and in the Con- 
gress the proposals for new supervision 
continued to be heard. 

- Without embarking upon the con- 
troversial subject of whether the dual 
state and national control system is de- 
sirable, students of supervision problems 
are becoming convinced that much can 


**THERE is a general feeling among bankers that a program 
of coordination among government authorities is highly 
desirable. Webster defines coordination as ‘harmonious ad- 
justment and agreement.’ It would seem that there should 
be coordination as to at least three activities: (a) Standard, 
uniform condition statement after call; (b) Elimination to 
an irreducible minimum of multiple and duplicating re- 
ports required by various banking authorities, and a simpli- 
fication as to form of required reports . . . ; (c) Centralized 
examination. For national banks one source of examination 
should be sufficient; for state banks, which are members of 
the Federal Reserve or the F.D.I.C., joint examinations con- 
ducted by State and Federal authorities should be arranged.”’ 
—From an address by Francis Marion Law before the Con- 
ference of Examiners, Treasury Department, Washington, 


D. C., September 10, 1934. 
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be accomplished in simplifying and re- 
ducing the burden of supervision. Con- 
solidation of various Federal agencies 
into one national supervising control 
and, similarly, elimination of all but one 
single agency in each state for control 
of state-chartered institutions will go 
far toward rectifying some of the pres- 
ent unreasonable conditions. 

Each of the national supervising 
agencies is, it is true, the outgrowth of 
particular economic need, but their ex- 
amining and supervisory duties logically 
could be concentrated under one head. 
Likewise, in the different states, there 
is no excuse for tax examiners, securi- 
ties examiners, etc., invading banks 
when periodical examinations are being 
made by an adequate state banking de- 
partment. Such other departments 
should perhaps furnish forms and in- 
structions to the bank examiners, who 
can secure all necessary information at 
the time of the regular examinations. 
Indiana, for example, already has begun 
this type of intra-state coordination. 


GENERAL 
MILLS, ine. 


27th Consecutive 
Stock Dividend 


February 26, 1935 
Directors of General Mills, Inc., announce the 
declaration of the regular quarterly dividend 


of one dollar and a half per share upon 
preferred stock of =. compan = 
April 1, 1935, to all pre of 
record at the close of bu March 1 
Checks will be mailed. Transfer books will not 
be closed. This is = 27th consecutive dividend 
on General Mills Preferred. 
(Signed) KARL E. 
Treasurer. 
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DISTINCTION 


The Willard served as the 
official White House when 
President and Mrs. Coolidge 
lived here for a month dur- 
ing his administration. . . 

With its modern facilities, the 
Willard retains all the tradi- 

. tion exclusively its own. 


Single Rooms with Bath $4 up 
Double Rooms with Bath $6 up 


One 
WILLARD HOTEL 


“Residence of Presidents” 
WASHINGTON, D. C. 


H. P. Somerville, Managing Director 


SHAVE CLOSER 


in 50 per cent less time with 


SPORT ELECTRIC 
SAFETY RAZOR 


Equipped with latest type 
genuine GILLETTE 24-karat 
GOLD PLATED razor head. 
Bakelite (man sized grip) 
handle. 


$5.00 


Complete with genuine 
GILLETTE double edge 
blade. 


120 Smooth Shaving 
Strokes Per Second 


Thousands say they never 
had such shaving comfort 
before. Stop scraping your 
beard off. The SPORT WAY 
is entirely different. Its 
head moves swiftly from 
side to side faster than the 
eye can follow. Actually 
slices the whiskers off. 
Leaving your skin as 
smooth as satin. Eliminates old style razor pull. 


No Sensation While Shaving 
Obtain a Sport Razor at our risk. Our guarantee 
gives you full protection. Send us your remit- 
tance of $5.00, or if you prefer, pay the postman 
when he delivers the Sport Razor. Use the Sport 
Razor 15 days and if you are not completely 
satisfied for any reason whatsoever, return it to 
us and we will immediately refund your entire 
purchase price. 

SPORT CHASES STUBBORN 
WIRE WHISKERS IN RECORD TIME 


LANE MFG. CO. 
43 East Ohio Street, Chicago, Illinois 


Success—When, As and If 


CORRESPONDENT asks BAnk- 

1nG: “What are the opportunities 
for a young man in the banking busi- 
ness today?” 

In an effort to answer this question 
accurately and helpfully, the frank 
views of a number of bankers were ob- 
tained and a digest prepared along this 
line: 

Any young man who happens to be at 
an early stage in his banking career to- 
day can be reasonably certain that pro- 
motion will come on a when, as and if 
earned basis. No bank will overlook the 
capacity for leadership and sound judg- 
ment. 

It may be noted that banking is not 
the first element in our economic system 
to recover from a serious depression. 
Banks possess valuable reconstruction 
tools, but can force no one to use them. 


Borrowers must come from industry 
| and commerce. Before loans can be 


made business must be convinced that 
rented money will work at a profit, and 
the lenders must be assured that their 
funds, which belong to the banks’ de- 
positors, will be repaid if lent. 

Thus there is apt to be a period of 
transition between the ending of one 
business cycle and the start of another 
during which banking, by its very na- 
ture, must await the firm establishment 


| of confidence. It can and does offer its 


own services for the tasks of reconstruc- 
tion, but factors quite beyond its con- 
trol may govern the demand for those 
services. The young man planning to 


| begin a banking career today must 


know that although his chosen profes- 
sion is not static, it does move slowly 
and is sensitive to the many changes 
which inevitably accompany emer- 
gence from a depression. 


PRACTICAL TRAINING 


PROGRESS in banking is often slow. 
This is true of all professions, but the re- 
sponsibilities borne by the banker make 
it necessary that he get a careful, thor- 
ough training which he acquires in easy 
stages. His rate of progress depends, 
needless to say, on himself and his abil- 
ities, for whatever his educational ad- 
vantages he takes his final degree in the 
bank itself. He will find, however, that 
the greater his academic preparation, 
the better will be his chances for suc- 
cess, provided he has a natural aptitude 
for banking. 

The rich rewards in any endeavor go 
to relatively few persons. Banking 


offers many opportunities for comfort- 
able and large salaries and for impor- 
tant positions, yet the lucrative situa- 
tions are in relatively small proportions 
to the number of men and women who 
make banking their life work. In large 
banks it is estimated that for every em- 
ployee with the rank of officer there are 
20 clerks. 

The banker must continue to learn. 
He must study his bank, its customers, 
its problems. He must know the theory 
behind operating practices, and the 
practices that go with theories. He must 
be able to interpret accurately the flow 
of events which comprise the lives of na- 
tions and his own community. He must 
be well informed not only about eco- 
nomics, but government, history, social 
trends, the law, public opinion. 

Beginners start at the bottom. In this 
respect, of course, banking does not 
differ from other work, except that the 
period prescribed for probation and 
accumulation of experience may seem 
unduly long and the interim rewards 
rather small. Here again, however, the 
individual’s ability is the dominant con- 
sideration. 


STABILITY 


IF the rewards in banking are not to 
be won overnight, there are distinct 
compensations in the fact that the prop- 
erly equipped individual will find it a 
stable profession. The bank is an insti- 
tution in every community. Its many 
services touch in one way or another, 
the lives of all people, and these serv- 
ices are perpetual, requiring uninter- 
rupted, efficient administration. Fur- 
thermore, banks find it inexpedient to 
drop an experienced employee, if for no 
other reason than that during his em- 
ployment he has gained an intimate 
knowledge of operating methods, cus- 
tomers and accounts, which is in effect a 
part of the banking assets and therefore 
not to be lightly dispensed with. 

At present there would seem to be un- 
usual opportunities in banking for men 
who can get business. New business 
departments are working hard these 
days and they are eager to use the abili- 
ties of whoever can help. 

Irrespective of the arguments for and 
against branch banking, it might be 
said that this system today offers op- 
portunities to the able and ambitious 
young banker. Banking institutions 
with branches have many uses for the 
services of capable men. 
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A Small Loans Department 


NTIL recent years, small loan busi- 

ness was not a type of credit accom- 

modation that appealed to the Com- 
munity National Bank. 

This institution charged 6 per cent 
and, when no collateral was offered, as 
it rarely was, lent money on a financial 
statement. Until the depression entered 
its second and third year, the financial 
statement was a rather good yardstick. 
Then there came a time when the small 
shopkeeper or merchant could not offer 
a financial statement or, if he did, the 
bank backed away from it rather hur- 
riedly. 

The community banker thought back 
across the years to the time when both 
the town and his bank were young, and 
recalled many a local merchant who had 
been grubstaked to his initial capital by 
the bank, upon a note endorsed by one 
or two substantial persons. What differ- 
ence was there in doing that from lend- 
ing to the poorer credit risks small 
amounts, though large in the aggregate. 

After several weeks the banker per- 
fected his plans for a small loan depart- 
ment, modeled after that of the few 
banks in the big cities which had in- 
vaded the personal loan company field 
at enormous savings to borrowers in fi- 
nance costs. There was nothing espe- 
cially novel about his plan; the novelty 
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Dr. L. J. A. Trip, president of 
the Bank of Netherlands, suc- 
ceeds Leon Fraser as president 
of the Bank for International 

Settlements on May 14 


WIDE woRLD 
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was in the discovery that the depart- 
ment needed no superhuman lending ex- 
perts. The whole science of personal 
lending boiled right down to careful 
docketing of facts and painstaking in- 
vestigation of the data submitted, both 
as to borrowers and endorsers, plus a 
systematic arrangement for handling a 
large mass of individually small items. 

The plan adopted was the kind based 
upon 12-month advances, combined 
with the monthly minimum thrift de- 
posit, with 6 per cent discount in ad- 
vance—discount, be it noted, not inter- 
est. For a $1200 loan the bank took a 
dozen $100 notes, maturing monthly, 
charging a discount of 6 per cent upon 
the aggregate. The customer paid 6 per 
cent and no more upon the longest note, 
but upon the others which matured in 
from one month to eleven he paid more 
than 6 per cent. Borrowers thought the 
plan a boon, and so did the Community 
National when it found it was netting 
something like 7 per cent on the work- 
ings of the small loan department. 

At a recent statement date the bank 
found it had more than 1,000 small loans 
aggregating more than $300,000, against 
which it had thrift deposits of about 
$75,000, the deposits constantly going 
up and the extant loans constantly go- 
ing down, except for new business. 


GREECE 


President Alexander Zaimis 
of Greece on March 12 pro- 
claimed to the Greek people 
that the Venezelist revolt had 

been quelled 


WIDE WORLD 


"Tee old secretary, on which 
the first John Hancock life in- 
surance policy was signed in 
1863, is now preserved at the 
Home Office of the Company, 
197 Clarendon Street, Boston. 
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Short Term Notes 


Rates and Maturities 
Upon Request 


Commercial Credit 
Company 
Baltimore 


Sales Office 
100 East 42nd Street 
NEW YORK 


me) BECOME AN EXPERT 
WITH FIGURES 


MA“SHORT CUTS in Business Calculations” contains 
100 pages of illustrated short cuts which save hours of 
tedious work for those working with figures. Durably 
land attractively bound in flexible cover. Send check (or 
stamps) today. One short cut will repay cost many times. 
Money back if not satisfied. Written and Published by 


Carl J. Becher, C.P.A., Appleton, Wis. 


YOUR BOARD 


and the new developments 


This is a time when well informed di- 
rectors are pillars of strength. BANK- 
ING has a group subscription plan by 
means of which your bank can supply 
this magazine, each month, to all or 
selected members of your board. 
The cost is negligible. More than a 
thousand banks are making profitable 
use of it. 
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CONNELLY PHOTOS 


The Condition of Business 


**, . . while some thoroughly authentic current figures give a 
definitely optimistic picture of current conditions, other 


figures, equally reliable as to their sources, suggest precisely 
the contrary.”’ — From THE CONDITION OF BUSINESS, in 


this issue. 


To some extent this conflict has been noticeable throughout 
the depression. 


In banking, certainly, unusual difficulties have been con- 
temporary with extraordinary progress in mechanical equip- 
ment, trained personnel and the means of service. 
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CONVENTION 


CALENDAR 


A. B. A. Meetings 


. 14-17 


10-14 


. 11-14 


Spring Meeting of Executive 
Council, Bon Air-Vanderbilt Ho- 
tel, Augusta, Georgia 

A. I. B. Convention, Omaha, 
Nebraska 

A. B. A. Convention, Roosevelt 
Hotel, New Orleans, Louisiana 


State Associations 


. 22-23 


7-8 
9-10 
9-10 
14-15 
14-15 
16-17 
16-17 
17-18 
20-21 
May 21-22 
May 21-22 
May 21-23 
May 22-24 
May 23-24 
May 23-24 
May 23-25 
May 30- 
June 2 
June 5-7 
June 6-7 


June 7-8 
June 17-18 


June 17-18 


June 19-20 
June 20-22 
June 21-22 
June 21-22 
June 24-26 
June 25-26 


July 19-20 


July 22-23 
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Louisiana Bankers Association, 
Edgewater Gulf Hotel, Biloxi, 
Mississippi 

Oklahoma Bankers Association, 
Biltmore Hotel, Oklahoma City 
Arkansas Bankers Association, 
Goldman Hotel, Fort Smith 
North Carolina Bankers Asso- 
ciation, Carolina Hotel, Pine- 
hurst 

Mississippi Bankers Association 
Missouri Bankers Association, 
Elms Hotel, Excelsior Springs 
Alabama Bankers Association, 
Mobile 

Kansas Bankers Association, 
Topeka 

New Mexico Bankers Associa- 
tion, Rosewell 

Illinois Bankers Association, Or- 
lando Hetel, Decatur 

Maryland Bankers Association, 
Lord Baltimore Hotel, Baltimore 
Tennessee Bankers Association, 
Chattanooga 

Texas Bankers Association, Gal- 
veston 

California Bankers Association, 
Del Coronado 

Georgia Bankers Association, 
Sea Island Beach 

South Dakota Bankers Associa- 
tion, Sioux Falls 

New Jersey Bankers Association, 
Ambassador Hotel, Atlantic City 
District of Columbia Bankers 
Association, Hot Springs, Virginia 
Pennsylvania Bankers Associa- 
tion, Hotel Casey, Scranton 
Massachusetts Bankers Associa- 
tion, New Ocean House, Swamp- 
scott 

West Virginia Bankers Associa- 
tion, White Sulphur Springs 
Oregon Bankers Association, 
Salem 

Utah Bankers Association, New- 
house Hotel, Zion Canyon Na- 
tional Park 

Minnesota Bankers Association, 
Nicolett Hotel, Minneapolis 
Virginia Bankers Association, 
Homestead Hotel, Hot Springs 
Colorado Bankers Association, 
Troutdale-In-The-Pines 

Maine Bankers Association, 
Rangeley Lakes Hotel, Rangeley 
Michigan Bankers Association, 
Olds Hotel, Lansing 

Wisconsin Bankers Association, 
Green Lake 

Montana Bankers Association, 
Many Glaciers Hotel, Glacier 
National Park 

Idaho Bankers Association, Yel- 
lowstone National Park 


May 8-10 


June 


June 


**What Big Ears You Have!”’ 


Other Groups 


National Association of Mutual 

Savings Banks, Waldorf-Astoria 

Hotel, New York 

7-8 National Safe Deposit Associa- 
tion Convention, Berkeley-Car- 
teret Hotel, Asbury Park, New 
Jersey 

10-12 Reserve City Bankers Associa- 
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tion, Hotel Equinox, Manches- 
ter, Vermont 

American Bar Association, Bilt- 
more Hotel, Los Angeles, Cali- 
fornia 

Financial Advertisers Associa- 
tion, Atlantic City, New Jersey 
The Mortgage Bankers Associa- 
tion of America, French Lick 


Springs, Indiana 
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Banking, Business and Education 


(CONTINUED FROM PAGE 17) 
many universities finally looked favor- 
ably on a more comprehensive study of 
economic subjects. The Association 
campaigned extensively 45 years ago, 
established contact with a thousand 
business and educational leaders in the 
country, and urged upon them the need 
for courses of instruction for our busi- 
ness people. 

As a result of that effort a number of 
colleges and universities began to estab- 
lish schools of commerce and finance to 
parallel in importance their schools of 
law and medicine. Today we look upon 
these courses as a fixed and essential 
part of our school program, even though 
they are among the junior members of 
the college family. 

Speaking of the Association’s efforts 
in this connection, the late Dr. Edmund 
J. James, at one time president of the 
University of Illinois, said: “The Amer- 
ican Bankers Association has led the 
way in one of the most important edu- 
cational departures of this century. It is 
nothing less than a systematic effort to 
arouse public attention to the impor- 
tance of providing for a more extensive 
and more thorough professional educa- 
tion of our business classes.” 


The board of regents of the new Grad- 
uate School of Banking comprises out- 
standing bankers who have long been 
interested in broadening the back- 
ground of the banking profession. 
Pictured here are four of the members 
of the School’s board of regents. Mr. 
Pierson is chairman of the board 


The time would now seem to be op- 
portune for taking the next big step in 
economic education. Higher institu- 
tions of learning have become convinced 
of the worth of this study, and we must 
now carry the program through to the 
secondary schools, the high schools, of 
the land. Millions never get to college 
and therefore get little or no contact 
with economic history. 

It is probably true that the problems 
of citizenship for the next generation 
will in a large measure center around 
economic questions; the echoes of this 
depression undoubtedly will be heard 
for many years. Therefore it is vitally 
important that education in economics 
be required as a part of our citizenship 
training program, for in a republic like 


IT ALL DEPENDS ON WHAT YOU LOOK THROUGH. 


‘Com ”—‘‘ But just see how the country improves when you look through this free 


silver glass.” 


Coin’s Financial School influenced thousands in the eighties and nine- 

ties. This cartoon appeared in the October 1, 1895, issue of ‘‘Sound 

Currency’’, a publication of the Sound Currency Committee of the 
Reform Club 


Lewis E. Pierson, chairman of the 
board, Irving Trust Company, 
New York City 


ours an intelligent approach to, and 
understanding of, public questions is 
immensely important. 

Often economic fallacies practiced in 
one generation, and proved unsound, 
arise in a later generation, and we com- 
mit the same errors all over again 
through ignorance of what has hap- 
pened before. Many of the monetary 
plans advanced recently find their 
counterpart in the teachings of Coin’s 
Financial School of 1894 and 1895. Mr. 
Harvey, who sold millions of copies of 
his little booklet bearing this name, was 
shown to be wrong; and yet the same 
philosophy arises today to plague us as 
if it were new. 

All the fallacies in our economic 
thinking in the 1920’s were mistaken 
conceptions that in one form or other 
had led to previous booms and subse- 
quent breaks. Therefore, it is only by 
broadening the base of economic teach- 
ing that we can hope to avoid similar 
errors in future business cycles. If the 
future citizens who are now in our sec- 
ondary schools could make a compre- 
hensive study of our economic history, 
would they not find that the record gave 
no encouragement to those who believe 
we can gamble our way to happiness? 
Would they not learn that these so- 
called “prosperity eras” arise from 
over-speculation and that they always 
result disastrously, whether the excess 
speculation be in land, wheat, tulips or 
common stocks? In baseball parlance, 
they would learn that we cannot steal a 
base on the road to business success. 

Many modern educators hold the 
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KEYSTONE 


Walter J. Cummings, chairman, 
Continental Illinois National Bank 
and Trust Company, Chicago 


theory that the best time to learn any- 
thing is just before the learning is to be 
put to use. That is the basis of the mod- 
ern emphasis on adult education. The 
American Bankers Association has 
given evidence of its faith in that direc- 
tion. Within recent months it has estab- 
lished the Graduate School of Banking 
as a program in adult education for 
bank officers. The curriculum of this 
school not only will embrace a study of 
the managerial aspects of banking in- 
stitutions, but it will also includea 
study of economics and administrative 
law. I believe a survey of the School’s 
purposes and plans would prove val- 
uable to all bankers. 

The organization of this new educa- 
tional activity means that we believe in 
practicing what we preach. For more 
than 35 years we have carried on the 
work of the American Institute of 
Banking as a broad, democratic ap- 
proach to the financial education of the 
rank and file in the banking profession. 
As the outgrowth of that work the Grad- 
uate School of Banking now addresses 
itself to the problems of further educa- 
tion of bank officers in the modern 
trends of banking, business and gov- 
ernment. 

Whether or not we shall soon reach 
the point when some educational test 
will be required by law as a prerequisite 
for obtaining any executive position in a 
bank, I am convinced that as a practi- 
cal matter the younger men can take 
out no better insurance for their future 
in the bank management field than to 
avail themselves of this fine opportu- 
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Harry J. Haas, vice-president, The 
First National Bank of Philadelphia, 
Pennsylvania 


nity now offered to them in the new 
Graduate School. 

And may I say in this connection that 
my keen interest in the education and 
training of bankmen comes from the 
conviction that good banking does not 
depend so much on more legislation as 
it does on better bankers, and the suc- 
cess of any banking system depends on 
the character, experience and skill of 
those who run it. 

Experience, we are told, is the best 
teacher, but in these days when such 
drastic changes are going on in our 
banking and financial structure, and so 
many new problems are facing us, prac- 
tical experience needs to be supple- 
mented by searching study. The bank- 
ing business of the future will not be 
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A. P. Giannini, chairman of the 
board, Bank of America N.T. &S.A., 
San Francisco 


dominated either by those who cling 
stubbornly and tenaciously to all the 
practices of the past, nor by the im- 
practical visionaries who would produce 
Utopia with a wave of the hand and em- 
bark us on untried experiments. Rather 
will it be directed by those who supple- 
ment their daily practical experience by 
careful study and analysis, and whoare 
resolved to keep all that is good in the 
old and replace that which has failed to 
meet the test of experience with some- 
thing that is better, but not something 
that is merely new. 

Business recovery and business prog- 
ress, too, will be founded not so much 
on old systems and experiences, but 
rather on forward-looking men with 
ability, character and thorough training. 


THE GRADUATE SCHOOL 


First reports on the School’s progress, following the 
announcement in the February issue of BANKING, 
are decidedly encouraging and point to the success of 
the plan. The number of applications from prospective 
students, and their wide géographical distribution cov- 
ering 29 states, show an unusual amount of interest. 

Many banks are making it possible for selected em- 
ployees to take advantage of the school’s opportunities. 
According to those who are charged with administering 
the school, this policy unquestionably has been an im- 
portant factor in the results thus far indicated. 
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A Publie 
Well Informed 


IRRANK M. TOTTON, second vice- 

president of the Chase National 

Bank in New York City, has been 
appointed by R. S. Hecht, President of 
the American Bankers Association, as 
chairman of the Public Education Com- 
mission. He will serve for the unexpired 
term of the late John H. Puelicher. 

Mr. Totton for many years has been 
active and prominent in the affairs of 
the American Institute of Banking, and 
is well qualified to carry on the work to 
which Mr. Puelicher gave so much time 
and constructive thought. The move- 
ment for education in the banking pro- 
fession itself and for promoting a better 
public knowledge of practical and theo- 
retical economics has attained impres- 
sive proportions, and its continuation 
along lines already well established is a 
matter in which all bankers are inter- 
ested. 

The new chairman of the Commission 
has spent his entire business life as a 
banker and has taken a prominent, ag- 
gressive part in furthering the Insti- 
tute’s program of educational prepara- 
tion for the profession. He has served on 
the Public Education Commission for a 
number of years. 

Mr. Totton’s first banking connection 
was with the Farmers’ Loan and Trust 
Company in New York. This institution 
employed him during his Summer vaca- 
tions while he was a student at Harvard 
and offered him a permanent position 
when he took his A.B. degree from the 
University in 1912. Later he served as 
assistant secretary of the Fidelity Inter- 
national Trust Company, New York. 
In 1923 he was made trust officer of the 
Chase National Bank and two years 
later became assistant cashier at that 
institution. 

While on a speaking tour of the Pa- 
cific Coast states in the interests of the 
Institute he received a telegram from his 


PACH BROS. 


FRANK M. TOTTON 


bank informing him that he had been 
promoted to a second vice-presidency. 

Mr. Totton is a native of Minneapo- 
lis, Minnesota. His present home is in 
Larchmont, New York. He is well 
known to Institute men throughout the 
country, many of whom have heard his 
forceful addresses on the subject of edu- 
cation for banking. 

In addition to serving as national 
president of the Institute in 1929, Mr. 
Totton also has been president of that 
organization’s New York chapter. He is 
past chairman of the national member- 
ship committee, the resolutions commit- 
tee and the program committee. 

Mr. Totton served with the army on 
the Mexican border in 1916 and in the 
Ordnance Department, U. S. A., during 
the World War. 


THE COMMISSION’S WORK 


PRESIDENT HECHT, like his prede- 
cessors, has shown special interest in the 
work of the Public Education Commis- 
sion. No subject on this group’s con- 
structive program has been more im- 
portant in recent years than the promo- 
tion of customer relations in banking. 
This matter assumes particular im- 
portance at a time when banks are de- 


veloping new business contacts and 
making the most of all opportunities to 
strengthen old ones; hence the Commis- 
sion has performed a valuable service in 
bringing to the attention of banking in- 
stitutions various suggestions for the 
improvement of the mutual interests of 
the customer and his bank. 

A practical aspect of the work is to be 
found in the course of lectures prepared 
by the Commission for the convenience 
and information of bank executives who 
wish to instruct their personnel in ways 
and means of promoting constructive 
customer relations. This material has 
been widely used. At the Washington 
Convention of the Association last Oc- 
tober the Commission sponsored a Con- 
structive Customer Relations Clinic. 

One of the Commission’s most nota- 
ble accomplishments is the establish- 
ment of the Graduate School of Banking 
in cooperation with the American Insti- 
tute of Banking. The school is to hold 
its first session in June at Rutgers Uni- 
versity, New Brunswick, New Jersey. 
Its enrollment of 200 men is to be com- 
posed of bankers who desire to avail 
themselves of this opportunity for 
higher education in subjects that are 
closely related to banking. 
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